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Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Private 
60  (10/94) 
$ 6,000,000* 
9/30/94 


* INPUT  estimate 


Key  Points 

• Shaw  Systems  is  a leading  provider  of  loan, 
securities  and  collections  software.  The 
company  currently  has  more  than  210 
product  installations. 

• All  of  Shaw’s  products  are  being  ported  to 
multiple  non-mainframe  environments. 


• Shaw’s  newest  product — AS/2000™ 
Application  and  Document  Processing 
System — is  a front-end  processing  system 
that  allows  financial  organizations  to  rapidly 


adjust  to  changes  in  operating  policies  and 
methods. 

• Shaw’s  C S/2000™  On-line  Collection  and 
Account  Tracking  System  is  available  for  PC 
LAN  and  mainframe  environments. 

• Shaw’s  CL/2000™  Commercial  Loan  and 
IL/2000™  Consumer  Loan  Systems  share  a 
common  data  inquiry  and  display  subsystem 
and  reporting  subsystem.  Inquiry  screens 
and  reports  can  be  modified  without 
program  changes. 

• Shaw  has  expanded  its  installation  and 
customer  service  areas  to  provide  increased 
services  for  new  and  existing  clients. 


©INPUT  1994.  Reproduction  prohibited. 


VAED 


“assac/afMm.m:  iS  a registered  trademark  of  Shaw  Systems  Associates,  Inc. 


Page  1 of  5 


INPUT  Vendor  Profile 


Company  Description 

Shaw  Systems,  founded  in  1967,  provides 
applications  software  products  and  associated 
professional  services  for  credit  servicing,  loan 
servicing  and  corporate  trust  to  large  banks, 
savings  and  loan  associations,  corporations  and 
utilities. 

Company  Strategy 

The  company’s  strategy  is  to  provide  user  and 
programmer  friendly  products  that  are  easy  to 
use,  efficient  and  require  minimal  effort  to 
install,  maintain  and  customize. 

Specific  strategies  for  growth  include: 

• Expanding  the  market  for  its  products  by 
making  the  systems  available  in  a 
client/server  environment 

• Providing  increased  levels  of  customer 
support,  service,  training  and  consulting 

• Leveraging  the  user-defined  screen  and 
report  technology  to  all  products 

Financials 

INPUT  estimates  Shaw  Systems’  fiscal  1994 
revenue  reached  $6  million,  an  1 8%  increase 
over  fiscal  1993  revenue. 

Revenue  Analysis  by  Product/Service: 

Approximately  85%  of  Shaw  Systems’  revenue 
is  derived  from  software  product  licenses  and 
associated  maintenance  services.  The 
remaining  1 5%  of  revenue  is  derived  from 
professional  services  consulting,  training, 
installation  and  conversion  support. 

Market  Financials 

Approximately  85%  of  Shaw  Systems’  revenue 
is  derived  from  the  banking  and  finance 
industry  and  1 5%  from  non-bank  clients. 


including  auto  manufacturers  and  utilities 
(STOPS  product). 

Approximately  70%  of  Shaw’s  banking  and 
finance  clients  have  assets  over  $5  billion  and 
20%  have  assets  between  $1  billion  to  $5 
billion. 

Geographic  Markets 

Approximately  90%  of  Shaw  Systems’  revenue 
is  derived  from  the  U.S.  and  10%  from 
international  sources,  including  Japan  and  the 
Caribbean. 

Shaw  Systems  is  headquartered  in  Houston 
(TX),  with  offices  in  Richmond  and  Alexandria 
(VA)  and  Sacramento  (CA). 

Employees 

As  of  September  30,  1994,  Shaw  Systems  had 
approximately  60  employees,  segmented  as 
follows: 


Marketing  and  sales 3 

Customer  support 27 

Research  and  development 22 

General  and  administrative 8 

60 


Key  Products  and  Services 

Shaw  Systems  specializes  in  financial  software 
products  and  associated  consulting, 
development,  installation  and  support  services. 
Emphasis  is  in  credit  servicing,  loan  servicing 
and  corporate  trust. 

Software  Products 

Each  Shaw  Systems’  product  has  a range  of 
features  and  capabilities  provides  flexibility  to 
respond  to  changing  market  needs. 

• All  products  can  run  on  IBM  S/370,  S/390 
and  ES/9000  family  mainframes  with  MVS 
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or  VSE  operating  systems,  CICS  or  IMS  on- 
line. 


• Shaw’s  C S/2000,  AS/2000  and  STOPS™ 
products  can  also  run  in  PC/LAN  and  UNIX 
environments. 


• The  products  are  designed  to  easily  interface 
to  each  other  or  to  other  systems. 

Shaw  products  include  the  following: 

• CL/2000  Commercial  Loan  and  Collateral 
Accounting  and  Management  Reporting 
System  is  a complete  commercial  loan 
processing  systems  that  handles  all  types  of 
commitments,  notes,  loans  and  collateral, 
including  demand  notes,  time  notes,  term 
notes  and  participations.  CL/2000 
maintains  multiple  reporting  levels,  multi- 
companies and  multi-branches  with  on-line 
access  to  data  and  extensive  reporting. 
There  are  currently  60  CL/2000 
installations. 


with  features  for  retail  collections, 
customer  service  and  commercial  lenders. 
There  are  21  C S/2000  customers. 

• AS/2000  Application  and  Document 
Preparation  System  is  a flexible  package 
for  gathering  data  for  new  accounts  or 
updating  existing  data.  The  product  allows 
the  user  to  define  how  applications  are  to 
be  processed  and  what  information  is  to  be 
included  with  them.  There  are  two 
AS/2000  clients. 

• STOPS  (Securities  Transfer  On-Line 
Processing  System)  is  a securities  transfer 
software  product  for  registered  bond  and 
stock  transfer  processing,  recordkeeping 
and  payment  issuance.  There  are  12 
STOPS  clients. 

Support  Services 

Shaw  Systems  provides  a range  of  professional 

and  support  services  as  follows: 


• IL/2000  Consumer  Loan  Accounting  and 
Portfolio  Management  System  is  a multi- 
company, multi-branch  consumer  loan  and 
line  of  credit  system  with  an  optional  multi- 
investor securitization  subsystem.  There 
are  currently  62  IL/2000  clients,  including 
five  Japanese  auto  manufacturers. 

• LS/2000  Integrated  Loan  Inquiry  and 
Reporting  System  is  a single  loan  inquiry 
and  reporting  facility  for  both  CL/2000  and 
IL/2000,  allowing  access  to  all  account 
information  in  both  the  CL/2000  and 
IL/2000  loan  systems.  LS/2000  is 
delivered  as  a standard  part  of  the  loan 
products. 

• CS/2000  Collection  and  Account  Tracking 
System  is  a full-function  collection  system 


• Consulting — Shaw  Systems  provides 
consulting  and  project  planning  services, 
including  evaluating  current  and  future 
operational  needs,  spotting  problem  areas 
and  providing  detailed  proposals  for 
solutions. 

• Training — In  addition  to  on-site  training 
provided  with  the  purchase  of  a system, 
quarterly  training  classes  are  available  at 
Shaw  Systems’  office  in  Richmond  (VA). 

• Installation  and  conversion  support — File 
conversion  is  also  provided  when  the  system 
is  installed. 

• Operational  support — Shaw  Systems 
provides  answers  for  any  situation  from 
operational  problems  to  regulatory  changes. 
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Shaw  can  also  design  custom  features  to 
support  any  level  of  operational  needs. 

• Remote  support — On  request,  Shaw 
personnel  can  dial  into  a customer’s  network 
to  look  at  control  information,  help  set  up 
files  or  troubleshoot  problems.  Customers 
can  dial  into  Shaw  Systems’  bulletin  board 
for  broadcasts,  production  information, 
specifications,  change  sets,  programs  and 
demonstrations.  In  addition,  reports, 
programs,  screen  samples  and  dumps  can  be 
uploaded  to  the  bulletin  board  for  Shaw 
Systems  to  review. 

• Turnkey  systems — Shaw  Systems  can  deliver 
and  install  PC/LAN-based  turnkey  systems. 

Clients 

CL/2000  Clients  — Banco  Popular  de  Puerto 
Rico,  Bank  of  Hawaii,  Bank  South,  N.A., 
Boatmen’s  Bancshares,  Citibank  NST, 
Commerce  Bank  of  Kansas  City,  N.A.,  Crestar 
Bank,  CSC  Logic,  Dauphin  Deposit  Bank  & 
Trust  Company,  EDS,  Federal  Home  Loan 
Bank  of  Atlanta,  Federal  Home  Loan  Bank  of 
Pittsburgh,  First  Alabama  Bank,  First 
Commerce  Service  Corporation,  First  of 
America  Services,  First  Security  Bank, 

FirsTier  Bank,  N.A.,  FIserv/Data  Line  Services 
Company,  FIserv,  Inc.,  Frost  National  Bank, 
Heller  International,  Hibernia  National  Bank, 
Magna  Group,  NationsBank  (Maryland 
National  Bank),  Meridian  Bancorp,  Midtlantic 
National  Bank,  NBD  Bank,  Student  Loan 
Marketing  Association,  Synovus  Data 
Corporation,  USX  Systems  Development, 

West  One  Bancorp,  Wilmington  Trust 
Company,  Zions  Data  Services 

IL/2000  Clients — Affiliated  Computer 
Services,  Banco  Popular  de  Puerto  Rico,  Bank 
of  America,  Bank  of  Commerce  Trinidad  and 


Tobago,  Bank  of  Hawaii,  Bank  One  Services 
Corporation,  Bank  South  N. A.,  Barnett 
Technologies,  Branch  Banking  and  Trust 
Company,  Central  Computers,  Central  Fidelity 
Banks,  Commerce  Bank  of  Kansas  City,  CSC 
Logic,  Dauphin  Deposit  Bank  & Trust 
Company,  Education  Loan  Services  Inc.,  First 
Commerce  Corporation,  First  Interstate  Bank 
of  Oregon,  First  Security  Bank, 
FIserv/Dataline,  FirsTier  Bank,  Frost  National 
Bank,  Hyundai  Motor  Finance  Company, 
Integra  Financial  Corporation,  Magna  Data 
Services  Inc.,  Manufacturers  and  Traders 
Trust  Co.,  Mercantile  Bank  of  St.  Louis, 
Midlantic  National  Bank,  Mitsubishi  Motor 
Sales  of  America,  Nissan  Motor  Acceptance 
Corporation,  Norwest  Banks,  People’s  Bank, 
Seafirst  Bank,  TCF  Bank  fsb,  Tokai  Credit 
Corporation,  Toyota  Credit  Canada 
Incorporated,  Toyota  Motor  Credit,  U.S. 
Bancorp,  UJB  Financial  Corp.,  West  One 
Bancorp 


C S/2 000  Clients,  PC  Version — American 
Credit  Corporation,  Bank  of  California, 

Central  Computers  Inc.,  Fox’s  Jewelers,  Frost 
National  Bank,  Magna  Bank,  National  Bank  of 
Commerce,  National  Penn  Bank,  Nissan 
Canada  Finance  Inc.,  San  Antonio  Federal 
Credit  Union 


CS/2000  Clients,  Mainframe  Version — 
Affiliated  Computer  Services,  Commerce  Bank 
of  Kansas  City,  CSC  Logic,  Dauphin  Deposit 
Bank  & Trust  Company,  FirsTier  Bank, 
FIserv/Dataline,  Glendale  Federal  Bank, 
Hyundai  Motor  Finance  Company,  Mitsubishi 
Motor  Sales  of  America,  People’s  Bank, 
Toyota  Credit  Canada,  Toyota  Motor  Sales 
U.S. A.,  Inc. 
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Marketing  and  Sales 

Shaw  Systems  markets  its  products  and 
services  through  a direct  sales  forces  and  has 
no  alliances  with  other  vendors. 

Competitors 

Major  competitors  include  American 
Management  Systems,  M&I  Data  Services  and 
Automated  Financial  Systems. 

Assessment 

Shaw  Systems’  strengths  include: 

• Client  loyalty  developed  through  service 

• Well-accepted  mainframe  products  that  can 
be  migrated  to  client/server  platforms 


• Focus  on  client  support  and  training 

• A solid  balance  sheet  and  strong  continuing 


Challenges  over  the  coming  year  include: 

• Maintaining  client  relationships  in  a 
consolidating  market 

• Migrating  all  products  to  the  client/server 
environment 

• Enhancing  product  capabilities  to  service  the 
expanding  array  of  products  offered  by 
Shaw’s  clients 


Shaw  Systems  Associates,  Inc. 
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SHL  Systemhouse  Inc. 


Chairman  & CEO:  John  R.  Oltman 

50  O’Connor  Street 
5th  Floor 

Ottawa,  Ontario,  Canada  K1 P 6L2 
Phone:  (613)236-1428 

Fax:  (613)238-4029 


Status:  Public 

Employees:  5,189  (8/94) 

Revenue:  $ 1,160,637,000* 

Fiscal  Year  End:  8/31/94 

* All  financial  information  is  expressed  in  Canadian 
dollars  unless  otherwise  stated. 


Key  Points 

• SHL  Systemhouse’s  focus  is  to  deliver  complete 
transformational  outsourcing  services  to  clients 
moving  their  information  technology  systems 
towards  client/server  architecture  by  providing 
systems  integration  and  consulting,  systems 
operations  and  outsourcing,  and  technology 
deployment. 

• In  December  1994,  SHL  announced  an 
organizational  streamlining  by  establishing 
operating  units  along  the  company’s  three  lines  of 
business — Systems  Integration  and 


Transformational  Services;  Outsourcing  Services; 
and  Technology  Deployment  and  Educational 
Services. 

• SHL  is  the  global  leader  in  postal  systems 
development.  Other  areas  of  vertical  market 
expertise  include  public  safety  remote  dispatching 
systems,  retail  point-of-sale  systems,  energy, 
telecommunications  and  geographical  information 
systems. 

• During  fiscal  1994,  SHL’s  outsourcing  revenues 
doubled  to  more  than  $200  million  and  the  company 
was  awarded  major  contracts  with  Canada  Post 
Corporation,  Greyhound  of  Canada,  The  VONS 
Companies,  Tupperware  and  CIBC/Wood  Gundy. 

• SHL  believes  that  its  success  in  the  global  market  is 
dependent  on  achieving  success  in  the  U.S. 
commercial  market.  Since  1992,  SHL  has  acquired 
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ten  U.S. -based  systems  integration  firms,  expanding 
its  client/server  and  open  systems  skills  base  and 
customer  base  in  targeted  key  U.S.  commercial 
markets.  During  the  past  two  years,  the  company 
has  also  made  strategic  acquisitions  in  Mexico  and 
the  U.K.  and  has  obtained  contracts  in  Mexico  and 
Venezuela. 

• In  September  1 994,  SHL  officially  introduced  SHL 
TRANSFORM™,  the  company’s  proprietary 
object-oriented  software  environment  that  combines 
“just-in-time  training”  with  rapid  client/server 
application  development. 

• During  1993,  SHL  made  the  decision  to  no  longer 
pursue  mainframe-centric  systems  integration 
projects.  As  a result,  the  company  recorded  one- 
time restructuring  charges  of  $134.8  million  in 
fiscal  1993. 

Company  Description 

SHL  Svstemhouse  Inc.,  founded  in  1974,  provides 
systems  integration  and  consulting,  outsourcing  and 
systems  operations,  and  technology  deployment 
services  to  commercial  and  government  clients  around 
the  world  with  operations  in  Canada,  the  U.S.,  Latin 
America  and  Europe. 

• Systems  integration  and  consulting  includes  SHL’s 
core  transformational  services — the  planning,  design 
and  implementation  of  client/server  architectures 
and  open  systems. 

• Outsourcing  encompasses  SHL’s  transformational 
outsourcing  services.  Contracts  are  managed 
through  six  outsourcing  centers  in  Canada,  the  U.S. 
and  the  U.K. 

• Technology  deployment  includes  the  configuration, 
installation,  procurement  and  support  of  advanced 
workstations,  LANs,  mobile  computing  and  related 
training  services. 

In  February  1994,  SHL  completed  a public  offering  of 
approximately  14.4  million  shares  of  its  common 
stock.  Net  proceeds  to  the  company  were  $108.8 


million.  SHL  intends  to  use  these  proceeds  to  finance 
new  capital  assets  related  to  the  delivery  of  long-term 
contracts  and  for  working  capital. 

Structure  and  Operations 

In  late  1994,  SHL  streamlined  its  organization  by 
establishing  operating  units  along  the  company's  three 
complementary  lines  of  business — Systems  Integration 
and  Transformational  Services;  Outsourcing  Services; 
and  Technology  Deployment  and  Educational 
Services. 

• A central  corporate  group  coordinates  and  supports 
the  finance,  administrative,  human  resource,  legal 
and  communications  functions  in  all  areas  of  the 
company. 

• The  streamlining  enables  SHL  to  eliminate 
substantial  overhead  at  the  corporate  and 
geographic  levels,  reducing  indirect  costs  of 
operations  by  $20  million  on  an  annualized  basis. 

• Each  line  of  business  president  is  an  SHL  Board 
member.  Each  line  of  business  head,  together  with 
Bill  Linton  (executive  vice  president  and  CFO)  and 
the  senior  executives  responsible  for  human 
resource,  strategy  and  legal  functions,  reports  direct 
to  chairman  and  CEO,  John  R.  Oltman.  This  team 
has  overall  responsibility  for  policy,  strategy  and 
operational  management. 

• Each  of  the  three  operating  units  operates  as  a 
separate  profit  center. 

Systems  Integration  and  Transformational  Services , 
headed  by  president  Richard  H.  Beatty,  is  responsible 
for  systems  integration  and  consulting  services. 
Reporting  to  Beatty  are  the  key  geographic  delivery 
organizations,  SHL’s  Technology  Network,  a mobile 
team  of  client/server  computing  and  business  process 
engineering  experts,  and  related  technology  research, 
development  and  alliances. 

• Consolidating  these  services  into  a single  operating 
unit  reduces  internal  cost  and  provides  more 
integrated  services  to  the  company’s 
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transformational  outsourcing  clients  by  breaking 
down  barriers  and  sharing  resources  across 
geographies  and  divisions. 

• The  Strategic  Technology  Services  (STS)  unit 
ensures  that  the  delivery  units  throughout  the 
company  are  equipped  with  the  necessary  skills, 
methodology  and  tools  to  remain  abreast  of  rapidly 
evolving  and  increasingly  complex  information 
technology  systems.  STS  includes  the  following 
units: 

- The  Technology  Network  Division  is  the  chief 
vehicle  for  the  understanding,  evaluation  and 
dissemination  of  information  to  customers  and 
employees  on  new  technologies  and  applying  this 
knowledge  to  projects  as  necessary. 

- Technology  Research  and  Alliances  works  with 
technology  partners,  clients  and  SHL  technology 
experts  to  test  and  communicate  the  practical 
application  of  new  technologies. 

- Delivery  Oversight  provides  central  assistance 
and  evaluation  of  delivery  and  implementation  of 
projects  by  geographical  units. 

- SHL  TRANSFORM  Development  is  responsible 
for  the  development  and  enhancement  of  SHL's 
proprietary  SHL  TRANSFORM  standard 
methodology  and  the  oversight  of  its  use  on  all 
SHL  projects. 

Outsourcing  Services  (the  successor  to  Computing 
and  Network  Services),  is  headed  by  president  Dennis 
B.  Maloney.  This  unit  has  overall  responsibility  for 
computing  and  communications  services  and  related 
systems  operations,  including  the  management  of 
SHL’s  six  outsourcing  centers  worldwide.  All  sales 
support  for  outsourcing  services  has  been  consolidated 
within  this  line  of  business. 

Technology  Deployment  and  Educational  Services  is 
headed  by  president  E.  Victor  Oliver.  This  unit  has 
responsibility  for  technology  deployment,  including 
both  Canada  and  the  U.K.,  and  Learning 


Technologies,  which  has  been  organized  into  a single, 

global  education  and  training  service  within  this  line  of 

business. 

• This  consolidation  allows  the  company  to  leverage 
its  Canadian  expertise  and  infrastructure,  and 
together  with  capabilities  for  remote  network 
services,  positions  SHL  to  provide  desktop 
outsourcing  and  related  third-party  maintenance 
services. 

• The  technology  deployment  business  is  carried  out 
in  Canada  through  SHL  Computer  Innovations  Inc. 
(formerly  ComputerLand  Canada)  and  in  England 
through  SHL  Technology  Solutions  Limited. 

• Educational  services  are  provided  through  the 
following  units: 

- Throughout  Canada,  SHL  Learning  Technologies 
offers  courses  from  basic  computer  skills  to 
advanced  client-specific  applications. 

- In  the  U.K.,  SHL  Learning  Technologies  provides 
customized  courseware  and  educational 
outsourcing  services. 

- In  the  U.S.,  SHL  Kee  Systems  designs  and 
delivers  computer-specific  courseware. 

SHL  has  worldwide  office  locations  as  follows: 

• Canadian  offices  are  in  five  regions — Atlantic 
(Halifax  and  Fredericton)  Quebec  (Quebec  City  and 
Montreal  offices),  Central  Canada  (Toronto  and 
Ottawa  offices).  Western  (Winnipeg,  Regina, 

Calgary  and  Edmonton  offices)  and  Pacific 
(Vancouver  and  Victoria  offices). 

• U.S.  offices  are  in  six  regions — Northeast  (New 
York  and  Boston  offices).  Mid- Atlantic  (Reston, 

Cary  and  Orlando  offices).  Central  (Dallas, 

Houston,  Austin  and  Boulder  offices),  Midwest 
(Chicago  office).  Pacific  (Los  Angeles  and  San 
Francisco  offices)  and  National  Systems  (Baltimore 
and  Sacramento  offices).  As  a result  of  its  decision 
in  fiscal  1993  to  cease  pursuing  new  projects  in  the 
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mainframe-based  complex  systems  integration 
business,  the  offices  of  National  Systems  will  be 
closed  as  existing  projects  are  completed. 

• European  offices  in  the  U.K.  are  in  London, 

Beeston  (Nottingham),  Camberley  (Surrey), 
Finchampstead  (Berkshire)  and  Salford  Other 
offices  are  in  Geneva  (Switzerland)  and  The  Hague 
(Netherlands). 

• International  operations  outside  Canada,  the  U.S. 
and  Europe  include  the  following: 

- SHL  Systemhouse  de  Mexico  S.A.  de  C.V.  has  an 
office  in  Mexico  City  from  which  it  carries  on 
operations  in  Mexico. 

- SHL  Systemhouse  de  Sur  America,  C.A.  has  an 
office  in  Caracas  from  which  it  conducts  business 
locally. 

- SHL,  in  conjunction  with  the  Tong  Yang  Group  of 
Companies,  carries  on  business  in  South  Korea 
from  an  existing  office  in  Seoul. 

Company  Strategy 

SHL’s  mission  is  to  be  the  global  leader  in  the 
transformational  outsourcing  services  market  by 
enabling  its  clients  to  re-engineer  their  business 
processes  and  people  through  information  technology. 

SHL’s  strategy  is  to  focus  on  its  transformational 
outsourcing  business  to  provide  a total  solution  for 
clients  moving  their  information  technology  systems 
towards  client/server  architectures. 

Elements  of  the  company's  strategy  include: 

• Forging  long-term,  value-added  partnerships  with  its 
clients 


• Committing  to  its  object-oriented  approach  to 
software  development  in  support  of  business  process* 
re-engineering 

• Implementing  the  SHL  TRANSFORM  object- 
oriented  methodology  within  the  SHL  organization 
as  well  as  for  client  projects 

• Strengthening  and  expanding  its  process  re- 
engineering and  education  and  training  services  to 
complement  its  other  service  offerings 

• Continued  international  expansion  in  the  Far  East 
and  Latin  America  through  partnering  with  local  or 
national  firms  in  those  markets  on  a nonfinancial 
risk  basis 

• Attaining  profitability  in  Europe  and  Latin  America 

Financials 

SHL’s  fiscal  1994  revenue  reached  $1.16  billion,  a 

27%  increase  over  fiscal  1993  revenue  of  $912.9 

million. 

• Net  income  for  fiscal  1994  was  $17.5  million, 
compared  to  a net  loss  of  $145. 1 million  for  the 
prior  year. 

• Results  for  fiscal  1993  included  a one-time 
restructuring  charge  of  $134.8  million  related  to  the 
termination  of  several  complex,  mainframe-based 
systems  integration  projects,  eliminated  related 
infrastructures  and  write  downs  of  project-related 
assets.  These  actions  were  taken  to  allow  the 
company  to  focus  on  its  transformational 
outsourcing  business  and  core  expertise  in 
client/server  computing. 

• A five-year  financial  summary  follows: 
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SHL  Systemhouse  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

8/94 

8/93 

8/92 

8/91 

8/90 

Revenue 

$1,160.6 

$912.9 

$738.6 

$688.9 

$689.2 

• Percent  change  from 
previous  year 

27% 

24% 

7% 

— 

9% 

Operating  revenue  (a) 

$620.4 

$401.9 

$276.7 

$259.9 

$247.4 

Income  (loss)  before  taxes 

$18.4 

$(142.2) 

$(10.1) 

$(17.9) 

$(37.6) 

• Percent  change  from 

(b) 

(c) 

(d) 

(e) 

previous  year 

N/A 

N/A 

44% 

52% 

(296%) 

Net  income  (loss) 

$17.5 

$(145.1) 

$(9.5) 

$(19.9) 

$(40.6) 

• Percent  change  from 
previous  year 

N/A 

N/A 

52% 

51% 

(365%) 

Earnings  (loss)  per  share 

$0.29 

$(3.09) 

$(0.25) 

$(0.53) 

$(1.10) 

• Percent  change  from 
previous  year 

N/A 

N/N 

53% 

52% 

290% 

(a)  Represents  total  revenue  less  the  cost  of  hardware  and  licensed  software  sold. 

(b)  Includes  unusual  charges  of  $134.8  million  associated  with  restructuring. 

(c)  Includes  unusual  charges  of  $6.4  million  related  to  negotiations  with  BCE  and  Bell  Canada  and  senior 


executive  terminations. 

(d)  Includes  unusual  charges  of  $25.3  million  associated  with  restructuring  and  other  items. 

(e)  Includes  unusual  charges  of  $35.6  million  resulting  from  write  downs  and  reductions  in  goodwill. 


The  revenue  increase  in  fiscal  1 994  was  attributed  to  a 

59%  increase  in  services  revenue. 

• The  growth  in  services  revenue  is  attributed  in  part 
to  fiscal  1993  acquisitions  contributing  to  revenue 
on  a full  year  basis.  Fiscal  1994  acquisitions 
contributed  approximately  $20.6  million  to  revenue 
growth  from  fiscal  1993. 

• Of  the  $287.4  million  increase  in  services  revenue 
during  fiscal  1994,  $182.6  million  relates  to  systems 
integration  and  consulting  and  $104.8  million  relates 
to  outsourcing. 

• With  increased  demand  for  new  third-party 
workstation-based  products,  shipment  volumes  have 
continued  to  increase  and  are  expected  to  continue 
to  increase;  however,  price  reductions  continue  to 


negatively  impact  workstation-based  deployment 
revenues. 

Interim  Results 

Revenue  for  the  three  months  ending  November  30, 

1994  reached  $309.6  million,  a 15%  increase  over 

$267.5  million  for  the  same  period  in  1993. 

• The  increase  resulted  primarily  from  growth  in 
transformational  outsourcing  and  client/server 
computing-related  services.  Market  demand 
remains  very  strong. 

• On  a year-over-year  basis,  outsourcing  operating 
revenue  grew  75%  to  $68.6  million  and  business  in 
the  U.S.  grew  36%  to  $83.4  million. 
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Operating  income  before  interest  and  taxes  was  S8.5 
million  compared  with  $9.6  million  for  the  same 
period  last  year. 

• The  decline  resulted  primarily  from  a $3.4  million 
increase  in  operating  losses  related  to  SHL’s  U.K. 
and  Latin  American  operations  that  more  than  offset 
operating  income  improvements  from  SHL’s  other 
operations. 

• Net  income  was  $3.3  million,  compared  to  $4.7 
million  for  the  same  period  a year  ago. 

Revenue  Analysis  by  Product/Service 


SHL’s  fiscal  1994  revenue  was  derived  approximately 
as  follows: 


Service 

Revenue 
($  Millions) 

Percent 
of  Total 

Systems  Integration 
and  Consulting 

$568.0 

49% 

Systems  Operations 
and  Outsourcing 

209.3 

18% 

Technology 

Deployment 

383.3 

33% 

Total 

$1,160.6 

100% 

Market  Financials 

SHL’s  fiscal  1994  revenue  (excluding  SHL  Computer 
Innovations)  was  derived  from  the  following 
industries: 


Government 39% 

Transportation 12% 

Telecommunications 11% 

Energy 10% 

Discrete  and  process  manufacturing 5% 

Insurance 2% 

Banking  and  finance 2% 

Other 19% 


100% 


• Ministries,  departments,  and  crown  corporations  of 
the  Canadian  federal  government  generated  revenues 
of  approximately  $ 109.6  million  (9%)  of  revenue  in 
fiscal  1994,  compared  to  $82.7  million  (9%  of 
revenue)  in  1993  and  $30.9  million  (4%  of  revenue) 
in  fiscal  1992. 

• Revenue  from  the  U.S.  federal  government  and  its 
agencies  were  approximately  $56.3  million  (5%  of 
revenue)  in  fiscal  1994,  compared  to  $32.2  million 
(4%  of  revenue)  in  fiscal  1993  and  $42.4  million 
(6%  of  revenue)  in  fiscal  1992. 

SHL  provides  its  systems  integration  and  outsourcing 
services  to  government  and  commercial  organizations. 

• In  Canada,  SHL  customers  come  from  a range  of 
industrial,  commercial,  and  government  sectors, 
including  financial  services,  resources,  utilities, 
wholesale/retail,  transportation,  manufacturing, 
communications  and  municipal,  provincial  and 
federal  government. 

• In  the  U.S.,  SHL  customers  include 
telecommunications  manufacturers  and  services 
providers,  transportation,  retail,  and  financial 
services  organizations  and  federal,  state  and  local 
government  agencies. 

• In  Europe,  clients  include  government  agencies  and 
commercial  organizations. 

SHL's  target  markets  for  its  services  are  in  the 
application  areas  of  postal,  telecommunications, 
public  safety,  energy,  human  services,  insurance, 
financial  services  and  logistics  (focusing  on  retailing, 
manufacturing,  and  consumer  products). 

SHL  Computer  Innovations’  current  customer  base,  in 
terms  of  annual  dollar  sales  volume,  is  approximately 
as  follows: 
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Small/medium  business  accounts 

(10-500  employees) 26% 

Large  business  accounts 

(over  500  employees) 60% 

Federal,  provincial,  and  municipal 

governments  and  their  agencies 12% 

Education  (universities,  community 

colleges  and  school  boards) 1% 

Other 1% 


100% 


Geographic  Markets 

Approximately  56%  of  SHL’s  fiscal  1994  revenue 
was  derived  from  Canada,  25%  from  the  U.S.,  16% 
from  Europe  and  3%  from  other  international  sources, 
including  Latin  America  and  Asia. 

A three-year  geographic  summary  of  revenue  and 
operating  profit  follows: 


SHL  Systemhouse  Inc. 
Three-Year  Geographic  Financial  Summary 
($  Millions) 


Fiscal  Year 

8/94 

8/93 

8/92 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 
- Canada 

$647.5 

56% 

$546.3 

60% 

$470.6 

64% 

- U.S. 

289.9 

25% 

172.9 

19% 

134.4 

18% 

- Europe 

191.7 

16% 

164.6 

18% 

132.2 

18% 

- Other 

31.5 

3% 

29.1 

3% 

1.4 

- 

Total 

$1,160.6 

100% 

$912.9 

100% 

$738.6 

100% 

Operating  profit  (loss) 
- Canada 

$47.7 

83% 

$24.8 

103% 

$18.0 

110% 

- U.S. 

18.6 

32% 

(0.3) 

(1%) 

(1.7) 

(10%) 

- Europe 

(1.3) 

(2%) 

(0.8) 

(3%) 

0.6 

3% 

- Other 

(7.4) 

(13%) 

0.4 

1% 

(0.5) 

(3%) 

Total 

$57.6 

100% 

$24.1 

100% 

$16.4 

100% 

Acquisitions 

Since  September  1991,  the  company’s  acquisition 
strategy  has  been  to  purchase  relatively  small,  but 
strategically  important  companies  where 
enhancement  of  SHL’s  capabilities  in  a particular 
geographic  or  vertical  market  was  better  achieved 
through  acquisition. 

Acquisitions  made  by  SHL  during  1994  and  1993 
are  summarized  as  follows: 


In  October  1994,  SHL  acquired  Datatech  Systems 
Ltd.  of  Victoria  (British  Columbia).  Datatech 
provides  national  third-party  maintenance  services 
through  a network  of  2 1 full-service  locations 
situated  across  Canada.  Datatech  now  operates  as 
a subsidiary  of  SHL  Computer  Innovations. 

In  February  1994,  SHL  completed  the  acquisition 
of  Toronto-based  NETG  Training  Group  Ltd.  and 
signed  a long-term  exclusive  distribution  agreement 
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for  Canada  with  National  Education  Training 
Group. 

• NETG  provides  media-based  education  materials 
to  the  corporate,  industrial  and  government 
markets  worldwide,  with  specific  emphasis  on 
information  systems  education  and  training. 

• The  acquisition  extends  SHL’s  delivery 
capability  for  customer  education  services  and 
enhances  its  capabilities  for  the  delivery  of 
custom  education  in  the  client/server  market. 

In  December  1993,  SHL  acquired  Cimtech 
Solutions,  Inc.  of  Houston  (TX). 

In  September  1993,  SHL  acquired  Boston-based 
XL/Proteus  Software  Systems,  Inc.,  a provider  of 
network  connectivity  and  client/server  computing 
solutions.  XL/Proteus,  with  40  employees  and 
1993  revenue  of  more  than  $4  million,  served 
clients  such  as  John  Hancock  Financial  Services, 
Ocean  Spray,  Bigen,  GTECH,  Travelers  Insurance, 
Boston  University  and  Deaconess  Hospital. 

In  October  1993,  SHL  acquired  Comper  S.A.  de 
C.V.,  a premier  Mexico  City  systems  integrator 
and  provider  of  connectivity  expertise. 

In  September  1993,  SHL  acquired  MicroMaster 
Computer  Education  Limited  of  Edmonton. 

In  September  1993,  SHL  acquired  IVY  Computer 
Centres,  Inc.  of  Toronto,  a provider  of  education 
and  training  services. 

In  September  1993,  SHL  acquired  KEE  Systems  of 
Columbia  (MD)  from  Sylvan  Learning  Systems. 
KEE  developed  training  programs  for  personal 
computer  software  and  applications. 

In  August  1993,  SHL  acquired  Hernandez  Albin  Y 
Associados,  S.C.,  a Mexico  City  software  design 
and  development  company. 

In  July  1993,  SHL  acquired  California-based 
Application  & Business  Solutions,  Inc.,  a provider 


of  midrange  IBM  AS/400  applications  consulting, 
development  and  outsourcing  services. 

In  July  1993,  SHL  acquired  U K. -based  Micro- 
Solutions  (Training)  Ltd.,  a PC  education  and 
training  group. 

In  July  1993,  SHL  acquired  U K. -based  Clarion 
Training  Limited,  a provider  of  teclmical  education 
courses. 

In  June  1993,  SHL  acquired  Toronto-based  Nidak 
Associates,  a regional  client/server  and  open 
systems  computing  firm  with  approximately  35 
employees.  With  1993  revenues  of  more  than  $4 
million,  Nidak’s  major  customers  included  RBC 
Dominion  Securities,  Canada  Broadcasting 
Corporation  and  Bank  of  Montreal. 

In  June  1993,  SHL  acquired  SI3,  Inc.  of  New  York 
City,  a provider  of  public  safety  dispatch  systems. 

In  May  1993,  SHL  acquired  AST  Trans-Act  Ltd., 
a U.K. -based  provider  of  outsourcing  and 
transformational  services  to  banking  and  financial 
services  firms  in  Europe,  including  outsourcing  for 
the  Royal  Bank  of  Canada  in  the  U.K. 

• AST  operates  a data  center  facility  in  London 
that  was  formerly  Royal  Bank  of  Canada's 
European  data  center.  AST  provides  systems 
management  services  to  financial  institutions, 
credit/debit  card  processing,  and  recovery 
management  systems.  It  also  develops  custom 
systems  for  banking  and  finance  customers. 

• AST,  with  over  130  employees,  had  annual 
revenues  exceeding  $22  million  in  1992. 

• SHL  continues  to  provide  systems  operations  and 
application  development  services  to  the  Royal 
Bank  of  Canada's  European  operation  and  to 
other  European  financial  institutions.  Other 
customers  include  Marks  and  Spencer,  AIB 
Group  of  Ireland,  Diners  Club,  and  Westpac 
Banking  Corporation. 
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• The  acquisition  has  expanded  SHL's  systems 
operations  and  outsourcing  capabilities  in  the 
U K.  and  Europe. 

In  January  1993,  SHL  acquired  AMS  Advanced 
Management  Systems,  S.A.  of  Caracus 
(Venezuela),  a client/server  consulting  firm  with 
more  than  75  employees.  The  acquisition  increased 
SHL’s  capabilities  in  Venezuela. 

Other 

In  December  1993,  SHL  purchased  a minority 
interest  in  Tong  Yang  Information  and 
Communications  Corporation,  expanding  the 
company’s  commercial  transformational 
outsourcing  services  in  the  Korean  marketplace. 

Divestitures 

In  the  first  quarter  of  fiscal  1995,  SHL  divested 
two  business  units  as  part  of  a program  to  reduce 
operating  losses  outside  of  North  America  while 
focusing  on  client/server-driven  businesses. 

Proceeds  of  the  sales  less  costs  and  quarterly 
operating  losses  associated  with  the  two  units 
totaled  $30.0  million.  Divestitures  included: 

• A technology  deployment  unit  in  Mexico 

• A credit  card  processing  software  business  in  the 
UK. 

Employees 

As  of  August  31,  1994,  SHL  had  5, 189  employees, 
as  compared  with  4,303  employees  at  August  31, 
1993. 

As  of  December  31,  1994,  SHL  had  5,089 
employees. 

Key  Products  and  Services 

Within  SHL's  transformational  outsourcing 
framework,  the  company’s  operations  are  directed 
along  three  lines  of  business. 

• Systems  Integration  and  Consulting  focuses  on 
implementing  client/server  architectures  and  open 


systems  for  a worldwide  clientele.  SHL's 
resources  are  united  in  this  area  by  its 
proprietary  methodology,  TRANSFORM,  which 
is  used  to  develop  and  implement  all  systems 
integration  projects. 

• Technology  Deployment  makes  use  of  SHL's 
expertise  in  advanced  open  systems 
technologies — from  local-area  networks  and 
workstations  to  wide-area  networks — to  provide 
education  and  training,  technology  configuration 
and  distribution  as  well  as  maintenance  and  help 
services  in  support  of  system  reconfigurations. 

• Outsourcing  is  supported  through  SHL's 
Computing  & Network  Services  business  unit; 
outsourcing  centers  in  Halifax,  Ottawa,  Calgary, 
Los  Angeles,  Houston  and  London;  and  a wide- 
area  telecommunications  network. 

SHL's  base  of  business  over  the  past  year  has 
shifted  from  short-term  contracts  with  higher  risk 
profiles  to  long-term  contracts  with  higher  profit 
profiles. 

Systems  integration  contract  examples  include  the 
following: 

• Acting  as  a primary  contractor  for  the 
Department  of  National  Defence  to  upgrade  the 
Canadian  Forces’  20-year-old  inventory 
management  and  supply  system  under  a five-year 
contract  valued  at  $150  million.  Subcontractors 
include  Sun  Microsystems  of  Canada, 
MacDonald  Dettwiler  and  several  small  and 
medium-sized  Canadian  firms. 

• Deploying  a customized  trading  system  (jointly 
developed  with  Phibro)  and  providing  business 
process  re-engineering  and  training  support  in 
object-oriented  technologies  for  PEMEX, 
Mexico’s  national  oil  company,  under  a three- 
year,  multimillion  dollar  contract. 

• Providing  a statewide  Child  Support 
Enforcement  system  to  the  State  of  Louisiana 
Department  of  Social  Services  under  a $6.8  to 
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$7  8 million  contract.  The  system  is  based  on 
one  that  was  originally  developed  by  SHL  for 
Kansas.  In  addition  to  Louisiana  and  Kansas, 
there  are  1 1 states  and  the  District  of  Columbia 
using  SHL  systems  to  automate  their  human 
services  administration. 

• A five-year  contract  with  Browning-Ferris 
Industries  (BFI)  for  the  Application  Systems  and 
Development  and  Support  group  within  BFI's 
MIS  Department.  SHL  is  responsible  for 
development  and  maintenance  of  more  than  40 
application  systems. 

• A contract  for  the  first  phase  design  of  a $250 
million  Income  Security  Programs  Redesign  for 
Health  and  Welfare  Canada. 

• Assisting  with  business  process  and  systems  re- 
engineering to  streamline  the  Washington  Post’s 
circulation,  production  and  advertising 
operations. 

• Developing  an  object-oriented  prototype  to 
service  the  customer  care  needs  of  MCI’s  high- 
volume  long-distance  accounts. 

• Providing  business  systems  integration  services 
together  with  IBM  Canada  Ltd.  for  Husky  Oil, 
Ltd. 

• Acting  as  prime  contractor  and  systems 
integrator  to  replace  Transport  Canada's 
financial  and  inventory  control  systems  under  a 
contract  valued  at  more  than  $60  million. 

• Implementing  a client/server  computing  platform 
to  support  Metropolitan  Stevedore  Company’s 
operations  at  the  Ports  of  Los  Angeles  and  San 
Francisco  and  Metropolitan’s  headquarters  in 
Wilmington. 

• Providing  and  operating  a tracking,  tracing,  and 
inquiry  service  of  postal  mail  for  the  U.S.  Postal 
Service  under  an  1 1-year,  $270  million  systems 
integration  contract  awarded  in  February  1991. 
The  base  contract,  which  covers  the  first  five 


years  of  the  agreement,  is  valued  at  $ 1 28  million. 
The  succeeding  two  option  periods  are  expected 
to  total  $142  million. 

Systems  operations  contracts  include  the  following: 

• Providing  information  technology  planning, 

UNIX  outsourcing  and  local-area  network, 
desktop,  help  desk  and  telecommunications 
support  to  more  than  3,100  users  in  225  branch 
and  lending  offices  throughout  California  for 
American  Savings  Bank  under  a five-year, 
multimillion  dollar  contract. 

• A ten-year,  $1  billion  contract  to  assume 
responsibility  for  the  Computing  and 
Communications  Utility  of  Canada  Post 
Corporation. 

• A three-year,  $3  million  contract  with  the  U.K. 
Royal  Automobile  Club  (RAC)  to  provide 
mainframe  processing  for  the  5.7  million-member 
club’s  rescue  program  and  300,000  insurance 
policy  customers  of  the  club. 

• A five-year  contract  with  Canadian  investment 
banking  and  brokerage  firm  CIBC/Wood  Gundy 
to  manage,  operate,  maintain,  support  and 
enhance  CIBC/Wood  Gundy’s  end-user 
computing  environment — distributed  PC  LANs 
supporting  the  firm’s  trading  floor,  head  office 
and  administrative  operations.  As  part  of  the 
agreement,  SHL  has  acquired  35  to  40 
CIBC/Wood  Gundy  technology  employees. 

• A seven-year,  multimillion  dollar  contract  with 
Alberta  Municipal  Affairs  to  operate  the 
information  technology  infrastructure  to  support 
the  day-to-day  operations  of  Alberta  Registries 
and  to  help  the  department  streamline  and 
transform  the  delivery  of  registry  services  to 
Albertans. 

• A ten-year  contract  with  The  VONS 
Companies — a leading  Southern  Californian 
supermarket  chain — to  assume  operational 
responsibility  for  VONS’  information  technology 
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function  while  managing  and  executing  the 
migration  of  existing  systems  to  a client/server 
platform.  SHL  has  acquired  a significant 
majority  of  VONS’  MIS  staff  in  the  transition 
process. 

• A five-year,  $27  million  contract  with  Greyhound 
of  Canada  to  provide  various  systems 
management  functions,  including  operations, 
network  management,  application  development, 
support  and  help  desk. 

• A five-year  contract  with  Tupperware  to  assume 
responsibility  for  Tupperware’s  information 
technology  function  throughout  North  America 
while  managing  and  executing  a migration  of  all 
systems  to  a client/server  computing  platform. 
These  systems  include  executive  information, 
distribution  and  order  processing,  financial  and 
manufacturing. 

• A five-year  contract  with  petroleum  refiner 
Ultramar  Corp.  to  provide  mainframe  and 
midrange  processing  and  support  and  application 
development  and  maintenance  services.  SHL 
will  also  consolidate  Ultramar’s  IS  operations  to 
one  location. 

• A three-year  transformational  processing 
contract  to  manage  National  Education 
Corporation's  mainframe  computer  systems,  and 
network  and  project  management  support  for  a 
rightsizing  project  toward  distributed  computing. 

• A supercomputer  processing  and  network 
operations  contract  with  HPC  High  Performance 
Computing,  a Canadian  supercomputing 
consortium. 

• Computer  systems  outsourcing  contracts  valued 
at  over  $ 1 00  million  over  seven  years  with  the 
privately-owned  Maritime  Telegraph  & 

Telephone  Company  and  the  Government  of 
Nova  Scotia. 

• A five-year  transformational  outsourcing 
contract  with  Amoco  Canada  Petroleum  Ltd., 


.valued  at  $70  to  $90  million,  to  provide  all 
mainframe  processing  and  data,  voice,  and  radio 
network  operations. 

Contract  examples  for  transformational  services 
include  the  following: 

Software  Products 

SHL  has  developed  several  software  products  for 
custom  projects  that  are  now  available  for  license. 
The  products  include: 

• SHL  TRANSFORM 

• SHL  VISION,  a geographical  information 
system 

• A trading  system  (developed  for  PEMEX) 

SHL  Computer  Innovations 

SHL  Computer  Innovations,  with  1,028  employees, 
operates  solely  in  Canada  through  42  Business 
Solution,  Service  and  Training  Centres  in  32  cities. 
Fiscal  1994  revenue  was  $383.3  million. 

• SHL  Computer  Innovations  markets  and 
supports  third-party  microcomputer  hardware 
and  software  products  for  workstation-based 
networks,  and  provides  related  desktop  systems 
management  services  to  business,  government, 
and  education. 

• Its  business  involves  assessing  and  defining 
customer  requirements,  recommending  the  best 
products  and  services,  developing  an  effective 
implementation  plan,  pre-  and  post-delivery 
configuration;  delivery,  installation,  and  testing 
of  the  LAN-based  products,  initial  training  of 
customer  personnel,  and  after-sale  support  in  the 
form  of  remote  systems  management,  ongoing 
user  training,  product  warranty,  and  maintenance 
services. 

• SHL  Computer  Innovations  is  currently  an 
authorized  dealer  for  IBM,  Hewlett-Packard, 
Compaq,  Apple,  Sun,  NEC  and  Toshiba,  among 
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others,  and  obtains  a variety  of  equipment  from 
other  suppliers  to  meet  its  customers' 
requirements.  Leading  software  lines  include 
products  from  Lotus,  Microsoft  and  Borland. 

• The  Technical  Services  Division,  with  over  400 
field  personnel  in  40  service  centers  across 
Canada,  provides  hardware  maintenance  and 
support  services. 

• In  the  U S . , technology  deployment  services  are 
offered  primarily  through  an  alliance  with 
Vanstar  Corporation. 

SHL  Systemhouse  Europe  Limited,  with 
approximately  500  employees,  provides  systems 
integration  and  consulting  services.  Its 
subsidiaries — AST  Trans-Act  Limited  and  SHL 
Technology  Solutions  Limited — provide  systems 
operations  and  outsourcing  services,  and 
technology  deployment,  education  and  training 
services,  respectively,  to  clients  in  the  U.K. 

Clients 

Commercial  clients,  among  others,  include 
Tupperware,  Debenham's  Stores,  Financial  Times, 
Lloyds  Bank  and  the  National  Home  Loan 
Corporation,  The  Washington  Post,  PEMEX,  MCI, 
Greyhound,  American  Savings  Bank,  Cargill,  Delta 
Airlines,  Ameritech,  Yamaha,  TRW  (U.K.)  and 
Mattel/F  isher-Price. 

Government  clients  include  Canada  Post,  Health 
and  Welfare  Canada,  Transport  Canada,  Alberta 
Municipal  Affairs,  Ontario  Ministry,  Canadian 
National  Defence  and  the  U.S.  Postal  Service. 

Marketing  and  Sales 

Each  of  SHL’s  primary  operating  units  has 
responsibility  for  client  sales  of  services  within  its 
unit. 

Sales  are  conducted  through  a direct  sales  force. 

SHL  also  markets  its  services  to,  and  receives 
referrals  from,  its  suppliers,  especially  hardware 
and  software  manufacturers. 


Alliances 

SHL  has  significant  technology  alliances  with  the 

following  vendors. 

• Vanstar  Corporation,  whereby  SHL  offers 
technology  deployment  services  in  the  U.S. 
through  an  alliance  with  Vanstar 

• Oracle  Corporation,  whereby  SHL  and  Oracle 
jointly  market  Oracle  Cooperative 
Applications — Oracle’s  client/server  business 
applications — with  SHL’s  transformational 
outsourcing  services.  Oracle  and  SHL  also  offer 
Quickstart™,  a fixed-price  applications  program 
to  move  customers’  financial  systems  from 
proprietary  mainframe  systems  to  open 
computing  systems  in  no  more  than  120  days. 

• Canada  Post  Systems  Management  Ltd.,  to 
jointly  implement  "track  and  trace"  systems 
worldwide. 

• Microsoft,  whereby  SHL  is  working  closely  with 
Microsoft  on  major  early  NT  implementation  and 
is  planning  for  joint  client’s  implementation  of 
Exchange. 

• Sun  Microsystems,  whereby,  among  other 
activities.  Sun  and  SHL  are  enabling  their  clients 
to  use  the  Internet  for  business. 

• TSW,  a leading  provider  of  asset  care  software, 
whereby  SHL  and  TSW  are  jointly  selling  asset 
care  solutions. 

• Pyramid,  whereby  SHL  is  migrating  its  clients’ 
mainframe-based  FOCUS  applications  to  more 
cost-effective  UNIX  servers. 

• Information  Advantage,  whereby  Information 
Advantage  and  SHL  are  jointly  pursuing  large- 
scale  data  warehousing  opportunities  in 
conjunction  with  Prism  and  Informix. 

• Powersoft,  whereby  SHL  clients  use  Powersoft’s 
PowerSDE  (a  PowerBuilder-based  system 
development  environment  comprising  class 
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libraries  for  common  functions)  to  accelerate 
development  of  high-quality  maintainable  code. 

Competitors 

SHL's  competitors  by  delivery  mode  are  as  follows: 

• Systems  integration  and  outsourcing — IBM, 
EDS,  CSC  and  the  Big  Six  accounting  firms. 

• Technology  deployment  dealers  such  as 
Crowntek  Business  Centres,  Hamilton  Group, 
and  smaller  microcomputer  and  local-area 
network  vendors.  In  addition,  SHL  increasingly 
competes  with  ISM  Information  Systems 
Management,  EDS  of  Canada  Limited,  Digital 
Equipment  of  Canada  Limited  and  with  other 
domestic  and  foreign  manufacturers  that  sell 
directly  to  the  end  user. 


INPUT  Assessment 

The  recent  reorganization  appears  to  provide  a 
solid  foundation  for  SHL  to  grow  profitably  and  to 
exploit  the  knowledge  within  the  company. 

INPUT  believes  the  focus  on  transformational 
outsourcing  is  correct  for  the  company  as  this 
builds  upon  its  strengths.  However,  successful 
implementation  of  its  plans  and  an  increase  in 
profitability  must  be  demonstrated  in  1995  if  SHL 
is  to  become  a major  player  in  the  years  to  come. 
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R.  SHRIVER  ASSOCIATES 

1259  Route  46,  Building  2 
Parsippany,  NJ  07054 
(201) 335-7800 


David  Michaels,  CEO 
Private  Corporation 
Total  Employees:  15 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $2,500,000* 


THE  COMPANY 

• R.  Shriver  Associates  (RSA),  founded  in  1966,  currently  markets  general 
business  applications  software  based  on  the  Hewlett-Packard  3000  minicom- 
puter. 

• RSA  previously  marketed  professional  services,  processing,  and  a variety  of 
industry-specific  turnkey  systems.  Financial  difficulties  arising  from  large 
product  development  expenses  and  poor  economic  conditions  forced  RSA 
management  to  sell  off  portions  of  its  business  and  to  restructure  its  organi- 
zation during  1982. 

In  May  1982  RSA  sold  its  Pattern  Systems,  Inc.  (PSI)  subsidiary  to  PSI 
employees.  Terms  of  the  sale  were  not  disclosed. 

. PSI  specializes  in  production  scheduling  and  control  services  to 
manufacturing  firms  in  the  woodworking,  metal,  and  industrial 
laminates  industries.  PSI's  services  included  timesharing,  turn- 
key systems,  and  consulting  services. 

. PSI,  with  10  employees  and  revenue  of  approximately  $1.5 
million  in  1981,  now  operates  as  Pattern  Systems  of  New  Jersey. 

RSA  also  sold  its  Custom  Systems  division  in  May  1982  to  former 
employees. 

. The  division,  with  15  employees,  provided  custom  Prime-based 
general  purpose  accounting  turnkey  systems  and  is  now  called 
Pulsar  Systems. 

In  November  1982  RSA  sold  its  ADFO  division  to  the  3M  Company.  The 
division,  with  12  employees,  provided  an  HP  3000-based  turnkey  system 
to  advertising  agencies.  ADFO  contributed  $2  million  in  1981  revenue. 

• The  current  operations  of  the  company  are  conducted  through  RSA  Products, 
Inc.,  formed  in  1982  to  market  and  support  the  DIRECT/3000  software 
product  line. 

*INPUT  estimate 
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• 1982  revenue  was  an  estimated  $2.5  million,  a 75%  decrease  from  1981 
revenue  of  approximately  $10  million. 

RSA  management  estimates  1982  revenue  derived  from  DIRECT/3000 
software  was  $1  million  and  estimates  total  company  revenue  for  1983 
at  $ I to  $2  million. 

• As  of  December  31,  1982,  RSA  had  15  employees.  The  company  now  employs 
eight  people. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  RSA's  1982  revenue  was  derived  as  follows: 


DIRECT/3000  software  products 

40% 

Turnkey  systems 

35 

Professional  services 

20 

Processing  services 

_5 

100% 

• All  of  RSA's  1983  revenue  will  be  derived  from  DIRECT/3000  applications 
software  sales  and  related  consulting/support  services. 

• RSA  currently  offers  seven  software  products  as  part  of  its  DIRECT/3000 
family  of  integrated  on-line  systems. 

The  software  runs  on  HP  3000  minicomputers  under  IMAGE. 

The  packages  can  be  purchased  individually  and  range  in  price  from 
$15,000  to  $25,000.  Rental  and  lease  plans  are  also  available. 

DIRECT/3000  products  include: 

. Accounts  Payable. 

. Accounts  Receivable. 

. General  Ledger. 

. Sales  Order  Processing. 

. Purchase  Order  Processing. 

. Inventory  Control. 

. Human  Resource  Management. 

There  are  over  90  installations  of  RSA's  products.  Clients  include 

Bausch  & Lomb,  Reliance  Universal,  Ward  Howell,  Fairbanks  Weighing, 
and  Global  Van  Lines. 

• RSA  markets  software  products  directly  to  end  users  and  through 
distributors.  All  software  customization  is  handled  through  distributors. 
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• RSA  offers  its  customers  annual  software  subscription  programs  that  provide 
updates,  enhancements,  revisions,  and  other  improvements  to  products  as  they 
are  released.  The  fee  is  typically  1%  of  the  software  product  sales  price  per 
month. 

• Telephone  consulting  services  regarding  RSA  software  products  are  available 
for  $75  per  hour  ad  hoc,  or  for  a $1,000  yearly  subscription  fee,  at  $50  per 
hour.  Customers  receive  priority  access  to  RSA's  product  designers  and 
specialists. 

INDUSTRY  MARKETS 

• The  majority  of  RSA's  1982  revenue  was  derived  from  the  manufacturing  and 
distribution  industries.  Sixty  percent  were  direct  sales  and  40%  were  con- 
ducted through  the  company's  distributors. 

GEOGRAPHIC  MARKETS 

• Approximately  80%  of  RSA's  1982  revenue  was  derived  from  the  U.S.  and  20% 
from  Canada. 

• The  company  has  distributors  in  Garden  Grove  (CA),  Kinnelon  (NJ),  Newton 
Central  (MA),  New  York  City,  Parsippany  (NJ),  and  Willowdale,  Ontario, 
Canada. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• RSA  has  one  HP  3000-111,  operating  under  IMAGE,  installed  at  its  headquarters 
for  product  development. 
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R.  SHRIVER  ASSOCIATES 

1 20  Littleton  Road 
Parsippany,  NJ  07054 
(20 1 ) 335-7800 


Russell  C.  White,  President 
Private  Corporation 
Total  Employees:  120 
Total  Revenues,  Fiscal  Year  End 
12/31/79:  $7.9  million* 
Computer  Services  Revenues: 
$4.4  million  (Approx) 


THE  COMPANY 

• R.  Shriver  Associates  (RSA)  was  founded  in  1966  to  provide  professional 
services  to  management,  especially  in  the  development  of  management 
information  systems.  RSA  presently  markets  professional  services,  computer 
processing  services,  dedicated  turnkey  systems,  and  software  products. 

• The  company  has  achieved  an  average  annual  growth  rate  of  34%  over  the  last 
five  years.  Revenues  for  1979  were  approximately  $7.9  million,  up  41%  from 
1978  revenues  of  approximately  $5.8  million.  RSA  has  projected  its  1980 
revenues  will  be  approximately  $12  million.  RSA  management  states  that  the 
company  is  profitable. 


R.  SHRIVER  ASSOCIATES 
FIVE  YEAR  FINANCIAL  SUMMARY* 
($  Thousands) 


FISCAL 

ITEM  YEAR 

1979 

1978 

1977 

1976 

1975 

Total  Revenues 
. Percent  increase 
(decrease)  from 

$ 7,900 

$ 5,800 

$ 3,400 

$ 2,100 

$ 1,700 

previous  year 

41% 

70% 

62% 

23% 

(5%) 

• RSA  is  organized  into  one  division  and  a wholly  owned  subsidiary  operation: 

The  divisional  operation,  RSA  Systems,  specializes  in  providing  turnkey 
interactive  systems  based  on  Hewlett-Packard  3000  minicomputers. 
Pattern  Systems,  Inc.  (PSD,  formed  by  RSA  in  1968,  specializes  in 
production  scheduling  and  control  services  to  manufacturing  firms  in 
the  woodworking,  metal,  and  industrial  laminates  industries.  PSI's 
services  include  timesharing,  dedicated  turnkey  minicomputer  systems, 
and  consulting  services  for  problems  uniquely  related  to  these  "cut-to- 
size"  operations. 
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• RSA  employees  are  segmented  as  follows: 


Marketing  and  sales  8 

Software  services  and  support  97 

Computer  operations  3 

Administration  12 


120 


KEY  PRODUCTS  AND  SERVICES 

• An  approximate  distribution  of  RSA's  sources  of  revenue  follows: 


Percent  Of 

Revenue  Value 

Total 

($  Millions) 

Turnkey  Systems 
. Hardware  (45%) 

. Software  (25%) 

70% 

$5.53 

Consulting  Services 
Processing  Services/Facilities 

20 

1 .58 

Management 

10 

.79 

100% 

$7.9 

• The  majority  of  turnkey  systems  sold  use  RSA  software,  modified  to  meet  a 
client's  requirement.  These  systems  typically  sell  for  $250,000  for  hardware 
and  software. 

Application  areas  in  which  RSA  specializes  include: 

. Business/accounting  systems. 

Management  information  systems. 

. Inventory  control  and  material  requirements  planning. 

. Production  scheduling  and  control. 

. Order  processing  and  sales  analysis. 

• RSA  Systems  offers  standard  proprietary  software  packages  for  the  HP  3000 
minicomputers.  These  are  written  in  COBOL  and  use  Hewlett-Packard's 
utility  software  and  IMAGE  data  base  capability.  RSA  seldomly  sells  its 
software  separately.  Marketing  emphasis  is  placed  on  selling  a customized 
version  of  existing  RSA  software  and  delivering  a turnkey  system.  Software 
products  available  are: 

The  RSA  Manufacturing  and  Control  System  is  designed  to  improve 

planning  and  control  over  raw  material  and  component  part  inventory. 

It  is  an  integrated  on-line  system  with  applications  for: 

. Inventory  Control. 

. Material  Requirements  Planning. 

. Bill  of  Materials. 

. Production  Scheduling. 

Shop  Floor  Control. 
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RSA's  Front  Office  System  is  an  integrated  data  base  management 
information  and  accounting  system  composed  of: 

. Accounts  Receivable. 

. Accounts  Payable. 

. General  Ledger. 

. Order  Entry. 

. Inventory  Control. 

. Sales  Analysis. 

The  On-Line  System  for  Associations  is  composed  of  four  application 
modules: 

. Membership  System. 

. Fund  Raising  System. 

. Subscription  Fulfillment. 

. Accounts  Payable  and  General  Ledger. 

• Professional  services,  representing  20%  of  RSA  revenues,  include  management 
consulting,  systems  consulting,  systems  design,  and  contract  programming. 

• RSA  provides  local  timesharing  and  facilities  management  support  for  organi- 
zations who  do  not  wish  to  maintain  an  internal  DP  staff.  These  support 
activities  use  RSA  software  and  generate  approximately  10%  of  the  company's 
total  revenues. 


INDUSTRY  MARKETS  The  majority  of  RSA  clients  are  from  manufacturing  (60%), 
banking  and  securities  (15%),  and  government  (10%).  Other  industry  areas  contribute 
the  remaining  15%  of  the  company's  revenues. 


GEOGRAPHIC  MARKETS  RSA  clients  are  primarily  in  the  East  and  Mid-West. 
Offices  are  maintained  in  Northern  New  Jersey,  Boston,  Philadelphia,  Washington, 
DC,  Pittsburg,  Detroit,  Cleveland  and  Chicago. 


COMPUTER  HARDWARE  RSA  maintains  a PRIME  400  for  processing  services  and 
research  and  development  activities.  An  HP  3000  is  used  exclusively  for  software 
development  and  maintenance  activities.  Both  systems  are  at  the  company's 
headquarters. 
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Siemens  Nixdorf 
Business  Services- 
Baan  Services  Providers 


Contact  Information  for  Baan  Services  in  Europe 
Rainer  Karg 

E-mail:  rainer.karg@mch.sni.de 

Siemens  Nixdorf  Business  Services 
Otto-Hahn-Ring  6 
81730  Munich 
Germany 

Phone:  ++49  89  636  43976 

Fax:  ++49  89  636  43057 

Internet:  www.siemensnixdorf.com 


The  following  profile  outlines  the  services  and 
support  offered  by  Siemens  Nixdorf  Business  Services 
for  Baan  Services  Providers. 


Company  Background 

Siemens  Nixdorf  Business  Services  GmbH  &amp;  Co.  OHG,  which  is  responsible  for 
solutions  and  business  services  at  Siemens  Nixdorf  Informationssystem  AG,  intends  to 
number  among  the  five  internationally  leading  providers  of  consulting,  systems  integration, 
operational  services  and  outsourcing  within  the  next  five  years  at  which  time  it  wants  to  be 
generating  a sales  volume  of  some  DM  10  billion. 

In  making  this  forecast,  Siemens  Nixdorf  Business  Services  is  building  upon  its  track 
record  of  highly  successful  business  development.  Even  in  its  first  year  - the  organization 
was  formed  on  October  1,  1995,  as  a jointly  held  subsidiary  of  Siemens  AG  and  Siemens 
Nixdorf  Informationssysteme  AG  - its  workforce  of  2,150  people  generated  sales  of  more 
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than  DM  1 billion.  During  its  second  year,  through  the  incorporation  of  further  operating 
units  from  Siemens  and  Siemens  Nixdorf,  the  organization’s  workforce  of  4,200  people  was 
able  to  increase  sales  to  DM  2 billion. 

Effective  November  1,  1997,  Siemens  Nixdorf  realigned  its  lines  of  business  by 
consolidating  all  of  its  activities  relating  to  solutions  and  business  services  within  Siemens 
Nixdorf  Business  Services,  which  had  now  reached  a business  volume  of  some  DM  5 billion 
with  a workforce  of  10,000  people. 

Through  consolidation  with  the  solutions  lines  of  business,  Siemens  Nixdorf  Business 
Services  now  enjoys  a significantly  broader  basis  for  its  business.  Siemens  Nixdorf  Business 
Services  does  40  percent  of  its  business  in  professional  services,  20  percent  in  consulting 
and  systems  integration  and  a further  40  percent  in  outsourcing. 

Its  vertical-market  sales  mix  shows  that  manufacturing  accounts  for  about  50  percent  of  its 
business,  the  public  sector  and  utilities  segments  16  percent,  and  financial  services  15 
percent.  The  telecom  sector  generates  about  14  percent.  This  means  that  Siemens  Nixdorf 
Business  Services  now  numbers  among  the  world’s  leading  full-service  providers.  While  the 
organization  already  holds  the  leading  position  in  Germany,  it  ranks  Number  3 in  Europe 
and  among  the  top  ten  worldwide. 

Other  key  factors  in  the  anticipated  growth  of  Siemens  Nixdorf  Business  Services  are  its 
existing  infrastructure  and  its  regional  coverage.  Today,  the  organization  has  locations  in 
37  countries,  supports  projects  in  over  40  countries,  and  supplies  telecommunication 
services  in  more  than  70  countries  through  the  Siemens  Corporate  Network. 

Baan  Activitives 

The  Baan  Company  and  Siemens  Nixdorf  Business  Services  have  been  partners  for  almost 
ten  years  and  have  renewed  their  long-term  partnership  through  a global  alliance 
agreement.  This  was  based  on  the  positive  global  customer  acceptance  of  Baan's  back  and 
front  office  application  series  in  conjunction  with  dynamic  enterprise  modeling  and  related 
“best-of-practice”  models.  The  Baan  Company  consequently  rates  Siemens  Nixdorf  Business 
Services  and  its  certified  Baan  consultants  as  an  international  “Preferred  Consulting 
Partner”.  This  presumes  strong  expertise  in  industry  verticals,  such  as  Automotive, 
Electronics,  and  Mechanical  Engineering  and  a commitment  to  special  development 
training,  infrastructure  and  support  requirements. 

To  understand  the  present  offers  an  insight  into  tomorrow  - and  is  a differentiation  between 
future  success  or  failure.  A good  example  was  the  close  cooperation  that  occurred  during  the 
testing  and  continuous  improvement  of  the  next  Baan  Series,  when  consultants  from 
Siemens  Nixdorf  Business  Services  directly  participated  at  the  Baan  labs  in  The 
Netherlands  as  the  only  external  European  Baan  partner. 

With  respect  to  UNIX  and  NT  product  business,  Baan  has  up-graded  Siemens  Nixdorf  s 
hardware  as  a favored  Baan  platform.  Consequently,  a corporate  technology  center  was 
founded  in  The  Netherlands  to  support  the  close  relationship. 
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Recent  projects  supported  by  Siemens  Nixdorf  Business  Services  include  the  introduction  of 
Baan  for  The  Gildemeister  Group  - a Baan  Reference  solution  for  the  entire  mechanical 
engineering  sector,  and  the  redesign  and  harmonization  of  the  IT  landscape  of  the  Kettler 
Group,  a well  known  manufacturer  of  sports  machines 

Employees 

Worldwide,  the  Siemens  Nixdorf  Group  has  nearly  36,000  employees  and  revenues  of  DM 
15  billion.  Siemens  Nixdorf  Business  Services,  which  supports  the  Baan  practice,  has  a 
current  staff  of  nearly  100. 

Exhibit  1 identifies  six  primary  Baan  skill  categories,  and  notes  the  distribution  of  Siemens 
Nixdorf  Business  Services’s;  European  Baan  staff  in  these  areas.  Distribution  is  shown  as  a 
percentage  of  the  total  (100%)  Baan  European  staff.  Siemens  Nixdorf  regards  growth  plans 
as  confidential  and  estimates  of  staff  growth  are  not  available 


Exhibit  1 


Siemens  Nixdorf  Baan  Staffing 


Type  of  Staff 

Current  Number 

Growth  % 
12  Months 

Business  Consultants 

14% 

N/A 

Project  Directors 

2% 

N/A 

Project  Managers 

9% 

N/A 

Application  Consultants 

40% 

N/A 

Technical  Consultants 

18% 

N/A 

Post-implementation  Support 

Porcnnnol 

14% 

N/A 

Other 

3% 

N/A 

Total 

100% 

N/A 

Source:  Siemens  Nixdorf 


Implementation  Approaches 

Siemens  Nixdorf  Business  Services  utilizes  Baan's  TARGET  Enterprise  Modeler  including 
DEM,  enhanced  and  supported  by  its  own  methodology  called  Chestra.  This  is  a method 
framework,  which  provides  all-around  support  for  the  development  of  large-scale, 
integrated  business  systems.  The  Chestra  framework  deals  with  all  phases  of  business  and 
system  development,  and  is  focused  on  units  of  scope,  domains  of  change,  phases,  specialty 
areas,  management  and  coordination.  Each  phase  describes  the  activities  to  be  performed 
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and  the  work  products  to  be  created.  Projects  in  Chestra  run  through  selected  phases  with 
clearly  defined  work  packages  and  milestones  and  use  FADE  (Focus,  Analyse,  Design, 
Execute),  a Toolset  which  supports  different  phases  of  consultancy.  Cross-consistency 
regarding  other  application  packages  and  package  skills  is  achieved  through  a worldwide 
available  skill  database  (resource  pool)  and  an  experience  database  (project  database). 

Ongoing  Support  Offerings 

Siemens  Nixdorf  Business  Services  has  its  own  Baan  Support  Center  in  Munich,  Germany 
for  Level- 1 Support. 

Pricing  Approaches 

Siemens  Nixdorf  Business  Services  is  able  to  offer  a graduated  implementation  service 
concept,  from  Basic  Level- 1,  to  Standard  Level-2,  to  an  Extended  Level-3.  The 
differentiation  between  these  levels  complies  with  customers’  project  and  IT  requirements. 

Ongoing  Support  - Siemens  Nixdorf  Business  Services  is  able  to  offer  a graduated  support 
concept,  from  standard  1-Level  support  within  8 hours  reaction  time  per  diem  up  to  a full 
service  24  hours  support.  Beyond  this,  there  are  variable  fees  for  new  standard  products 
within  a new  Baan  release. 

Alliances  and  Partnerships 

The  Baan  Support  Center  of  Siemens  Nixdorf  Business  Services  has  an  interlinked 
relationship  with  the  Baan  Support  Center  in  Germany  and  EMEA  Support  Center  in  The 
Netherlands.  In  addition,  the  Baan  Business  Center  of  Siemens  Nixdorf  Business  Services 
has  a close  cooperation  with  ORIGIN  to  cover  customer’s  requirements. 

Vertical  Market  Competencies 

Siemens  Nixdorf  Business  Services’  Baan  practice  is  focusing  on  the  following  Discrete 
Manufacturing  markets:  Machinery,  Automotive,  Multidimensional  Industries,  Electronics 
and  Furniture 

Exhibit  2 indicates  the  percentage  of  Siemens  Nixdorf  Business  Services’  Baan  projects 
represented  by  each  vertical  market. 

Exhibit  3 details  participation  in  seven  broad  market  categories,  in  terms  of  the  level  of 
consulting  or  implementation  involvement  (e.g.,  consulting  with  the  client,  who  will  then 
perform  the  implementation,  or  implementing  the  Baan  system  for  the  client).  The 
company  is  also  an  active  participant  in  other  markets. 
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Exhibit  2 


Vertical  Market  Expertise 


Vertical  Market 

% of  Projects 

Discrete  Manufacturing 

85% 

Construction 

15% 

Source:  Siemens  Nixdorf 


Exhibit  3 


Level  of  Vertical  Market  Involvement,  by  Activity 


Vertical  Market  Consulting 

Consulting 

Implementation 

Aerospace  & Defense 

Low 

Low 

Automotive 

High 

High 

Process  Industries 

Medium 

Medium 

Hybrid 

High 

High 

Project  Industries 

High 

High 

Electronics 

High 

High 

General  Manufacturing 

High 

High 

Source:  Siemens  Nixdorf 


Strategic  Positioning 

Siemens  Nixdorf  Business  Services  provides  consistent  quality  in  rapid  Baan 
implementations.  Due  to  long-term  industrial  experience  and  skills,  Siemens  Nixdorf 
Business  Services  is  able  to  deliver  results  which  reduce  customer’s  cost  of  ownership  and 
provide  a rapid  realization  of  the  benefits  of  a Baan  project  in  conjunction  with  other 
enterprise  segments  along  the  entire  supply  and  demand  chain. 

Besides  a long  and  close  relationship  with  Baan,  Siemens  Nixdorf  Business  Services  - as 
one  of  the  world’s  five  leading  suppliers  of  consulting,  systems  integration,  outsourcing  and 
operator  services  - has  a unique  suite  of  all  necessary  components  for  a successful 
implementation.  The  synergy  with  other  industry-specific  Siemens  lines  of  business  is 
another  major  advantage. 

Siemens  Nixdorf  Business  Services  will  continue  to  focus  on  the  following  country  markets: 
Germany,  the  United  Kingdom,  Ireland,  The  Netherlands,  France,  Italy,  and  Austria 

Selected  Customer  Projects 

The  six  projects  summarized  in  Exhibit  4 are  a sample  of  Siemens  Nixdorf  Business 
Services-supported  Baan  installations  in  Europe.  The  Project  Details  section  notes  Siemens 
Nixdorf  Business  Services’  responsibilities  for  the  Baan  project. 
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Exhibit  4 

Siemens  Nixdorf  Business  Services  References 


Baan  Customer 

Industry  (Vertical 
Market  or 
Subsegment) 

Project  Details 

Gildemeister 

Manufacturing 

Joint  partnership  with  Siemens  Automation 
&amp;  Drive  for  Baan  Implementation, 
development  of  a reference  business  model 
for  machinery  industries.  (See  Case  Study.) 

Heinz  Kettler 

Manufacturing 

Prime  contractor  for  Baan  implementation, 
redesign  and  harmonization  of  the  entire  IT 
function. 

Verseidag 

Textile 

Prime  contractor  for  Baan  implementation 
based  on  enhancements  for  specific 
requirements  of  multidimensional  industries. 

IFA 

Automotive 

Prime  contractor  for  Baan  implementation 
and  business  process  redesign  to  meet  the 
specific  requirements  of  an  automotive 
component  supplier. 

ABB 

Electronics 

Baan  implementation  based  on  Siemens 
Nixdorf’s  own  enhancement  for  the  specific 
requirements  of  cable  and  wire 
manufacturers. 

VOKO 

Furniture 

Prime  contractor  for  Baan  implementation, 
optimization  and  standardization  measures 
for  the  entire  IT  function  for  all  relevant 
business  processes. 

Source:  Siemens  Nixdorf 
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Case  Study 

With  approximately  2,300  employees,  Gildemeister  is  Europe’s  largest  supplier  of  lathes, 
universal  milling  and  drilling  machines,  and  processing  centers.  The  company  maintains 
foreign  subsidiaries  in  practically  all  European  countries,  in  addition  to  the  U.S.  and  the 
Far  East. 

Gildemeister  chose  to  introduce  BAAN  IV  throughout  the  Group  as  a complete  ERP 
solution  to  manage  the  work,  material  and  value  flows  of  all  Gildemeister  manufacturing, 
storage  and  distribution  facilities,  replacing  the  different  systems  of  its  five  divisions  with  a 
single,  uniform  system.  The  Siemens  Group,  Germany,  was  selected  as  the  general 
contractor  in  charge  of  implementing  the  Baan  system.  The  new  IT  concept  is  universally 
applicable  in  the  mechanical  engineering  sector,  promising  a significant  cost-cutting 
potential  for  the  entire  industry. 

A uniform,  complete  IT  solution  was  created  on  the  basis  of  BAAN  IV  to  connect  the 
numerous  sites  of  the  new  Gildemeister  corporate  structure.  The  new  system  made  it 
possible  to  manage  the  work,  material  and  value  flows  of  all  manufacturing,  storage  and 
distribution  facilities  in  a uniform,  economical  manner,  replacing  the  existing 
heterogeneous  data  processing  infrastructure.  Gildemeister  chose  Baan  for  its 
internationally  available  standard  software  solution  and  Siemens  for  its  professional 
project  management  capabilities.  These  resources  will  let  Gildemeister  introduce  the 
solution  as  a new,  uniform,  IT  standard  throughout  the  Group,  while  also  taking  the 
different  requirements  of  the  individual  business  segments  into  account.  The  new 
implementation  also  means  that  Gildemeister  need  not  need  worry  about  the  upcoming 
millennium  problem  and  Euro  conversion. 

The  roll-out  of  the  new  system  in  all  Gildemeister  sites  will  start  end  of  the  first  quarter  of 
1998.  The  entire  introduction  phase  has  lasted  about  one  year.  At  the  start  of  1998,  the  old 
systems  were  switched  off  and  day-to-day  operations  managed  by  Baan  standard  software. 
Siemens-Nixdorf  RM  series  multi-processor  servers,  operating  under  the  Reliant- UNIX 
operating  system,  will  serve  as  the  hardware  platform  for  the  approximately  700  named 
users. 
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Siemens  Nixdorf  Information 
Systems,  Inc. 


President  & 

CEO:  Edward  Blechschmidt 

3860  N.  First  St. 

San  Jose,  CA  95134 
Phone:  (408)  428-9000 

Fax:  (617)428-8050 

Internet:  http://www.sni-usa.com 


SIEMENS 

NIXDORF 


Status:  Subsidiary 

Parent:  Siemens  Nixdorf  Informationssysteme  AG 
Employees:  1,100(10/97) 

Revenue:  $500,000,000  * 

Fiscal  Year  End:  9/30/97 

* INPUT  estimate 


Key  Points 

• Siemens  Nixdorf  Information  Systems,  Inc.  (SNIS)  develops,  integrates  and  services 
open  systems  and  user  centered  solutions  that  provide  competitive  advantages  for 
customers  and  partners 

• Siemens  Nixdorf  Information  Systems,  Inc.  offers  industry-leading  systems  and 
software,  a broad  range  of  professional  IT  services,  retail  point  of  sale  systems  and 
data  center  outsourcing. 
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• Siemens  Nixdorf  Information  Systems  is  the  U.S.  subsidiary  of  German-based 
Siemens  Nixdorf  Informationssysteme  AG  (SNI). 

• In  August  1996,  Edward  A.  Blechschmidt  was  appointed  to  the  position  of  President 
and  CEO  of  Siemens  Nixdorf  Information  Systems,  heading  all  operations  in  North 
and  South  America.  He  also  assumed  the  position  of  President  and  CEO  of  the 
company’s  San  Jose  (CA)-based  subsidiary,  Siemens  Pyramid. 

• Siemens  Nixdorf  Informationssysteme  AG  has  identified  North  America  as  the  key 
market  for  its  growth  strategy 

• U.S. -based  software  vendors  seeking  partnerships  are  driven  by  SNI’s  strong 
position  in  Europe.  Siemens  Nixdorf  enters  into  partnerships  to  build  its  services 
offerings  and  to  reciprocally  gain  business  in  North  America. 

Company  Description 

Siemens  Nixdorf  Information  Systems  is  the  U.S.  subsidiary  of  Munich  (Germany)- 
based  Siemens  Nixdorf  Informationssysteme  AG.  SNI  is  a separate  legal  unit  of 
Siemens  AG,  a German  holding  company  of  high-tech  operating  units  in  various 
industries. 

• With  operations  in  60  countries,  SNI  is  one  of  the  largest  European  computer  firms, 
and  ranks  among  the  world’s  leading  information  technology  specialists.  It  provides 
high-tech  solutions  to  various  business  segments,  including  energy,  retail, 
communications,  finance,  transportation,  and  health  care. 

• SNI’s  fiscal  1997  revenues  reached  an  estimated  $9.2B.  SNI  had  36,000  employees 
worldwide  at  the  end  of  fiscal  1997. 

Siemens  Nixdorf  Information  Systems  is  headquartered  in  San  Jose,  California  with 
offices  throughout  the  United  States;  Canada;  Brazil;  Venezuela;  and  other  Latin 
American  countries. 

Through  its  subsidiary  company,  Siemens  Pyramid,  the  company  sells  enterprise 
servers  in  the  Americas.  Siemens  Pyramid  is  essentially  the  Open  Enterprise 
Computing  division  of  SNIS  and  will  likely  be  fully  integrated  into  SNIS  in  1998.  The 
use  of  the  name  Siemens  Pyramid  will  be  discontinued  at  that  time. 

Organization  and  Structure 

Siemens  Nixdorf  Information  Systems  is  comprised  of  seven  units,  each  having 
separate  reporting  and  P&L  responsibilities,  as  follows: 

• The  Open  Enterprise  Computing  Division  (OEC)  is  represented  in  the  U.S.  by 
Siemens  Pyramid  Information  Systems.  This  division  supplies  high  availability 
server  technology,  operating  systems  and  middleware  products  to  help  companies 
grow  with  client/server  computing.  OEC  offers  scalable  clustered  server  products 
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including  small  to  high-end  symmetric  multi-processing  (SMP)  systems  and 
massively  parallel  processing  (MPP)  systems. 

• The  IT  Services  and  Networks  Division  (ITSN)  provides  information  technology  and 
networking  services  including  outsourcing  of  customer  support  programs; 
installation,  repair,  maintenance,  and  warranty  services;  and  designing, 
implementing,  repairing  and  operating  networked  systems 

• The  Business  Solutions  Group  (BSG)  provides  rapid,  comprehensive 
implementation  of  SAP  R/3  software  tailored  to  the  specific  organization  and 
business  requirements  of  its  clients 

• The  Retail  Division  provides  comprehensive  point  of  sale  and  enterprise  solutions  to 
the  retail  industry. 

• The  Application  Software  Division  (ASW)  develops  and  markets  software  solutions 
providing  optimum  support  for  customers’  business  processes  in  areas  such  as 
document  management,  imaging  and  workflow,  directory  services,  messaging  and 
component  based  software  development. 

• The  Transportation  Division  delivers  comprehensive  solutions  including  hardware, 
application  software  and  professional  services  for  the  travel  and  transportation 
industry. 

• The  Siemens  Business  Services  Division  offers  consulting,  planning  and 
development  of  solutions 

Siemens  Nixdorf  Information  Systems’  key  executives  are  summarized  below. 


Siemens  Nixdorf  Information  Systems 
Key  Executives 


Name 

Title 

Edward  Blechschmidt 

President  and  CEO,  Siemens 
Nixdorf  and  Siemens  Pyramid 

Guenther  Gruber 

VP  and  CFO 

Andy  Chew 

VP,  Business  Solutions  Group 

Jan  Andersson 

VP,  Americas  Retail  Group 

Bill  Macfarlane 

VP,  Siemens  Business  Services 

Andreas  Meyer  Knonow 

VP,  Application  Software 

Bill  Zint 

VP,  TransportationSystems 

Eric  Hansen 

VP,  Open  Enterprise 
Computing/Siemens  Pyramid 

Ron  Bucher 

VP,  IT  Services  & Networks 
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Company  Strategy 

Siemens  Nixdorf  Information  Systems’  strategy  is  to  build  upon  world-class  open 
systems  and  user-centered  solutions  that  provide  competitive  advantages  for 
customers  and  partners. 

SNIS’  target  market  is  the  top  1000  companies  worldwide,  to  be  supported  through 
direct  sales. 

Financials 

INPUT  estimates  that  Siemens  Nixdorf  Information  Systems’  fiscal  1997  revenue  was 
approximately  $500  million  ($  U.S.). 

Revenue  Analysis  by  Product  I Service 

INPUT  estimates  that  approximately  $100  million  of  Siemens  Nixdorf  Information 
Systems’  fiscal  1997  revenue  was  derived  from  information  services-related 
activities — professional  services  (consulting,  education  and  training,  software 
development),  network  and  systems  integration,  and  software  products.  Network 
services  is  the  fastest  growing  component  of  services  revenue,  with  SNI  having  more 
than  $150  million  in  1997  revenue  worldwide  (growing  from  $20  million  in  1995) 
attributable  to  network  services. 

Market  Financials 

Siemens  Nixdorf  Information  Systems  provides  its  products  and  services  to  various 
industries,  including  retail,  consumer  packaged  goods,  manufacturing,  government, 
transportation,  automotive,  finance,  and  high  technology. 

Geographic  Markets 

INPUT  estimates  that  the  majority  of  Siemens  Nixdorf  Information  Systems’  fiscal 
1997  revenue  was  derived  from  the  U.S.  The  company  also  derives  revenue  from 
Canada  and  South  America. 

SNI  has  a goal  for  services  revenue  to  be  broken  down  one-third  Germany,  one-third 
‘rest  of  Europe’  and  one-third  North  America  by  2001.  Rapid  growth  in  North 
America,  therefore,  has  become  a preeminent  goal  of  the  organization. 

Acquisitions 

In  March  1995,  Siemens  Nixdorf  Information  Systems  acquired  the  remaining  82.6% 
of  the  shares  in  Siemens  Pyramid  (fka  Pyramid  Technology  Corporation)  for  $207 
million  ($  U.S.). 

• Siemens  Pyramid  is  now  operating  functionally  as  the  Open  Enterprise  Computing 
division  of  SNIS,  offering  clustered  server  products  and  middleware  solutions. 
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Employees 

As  of  October  15,  1997,  Siemens  Nixdorf  Information  Systems  had  approximately 
1,100  employees,  segmented  as  follows: 


Siemens  Nixdorf 

Information  Systems-U.S 400 

Siemens  Nixdorf 

Information  Systems-Canada 100 

Siemens  Nixdorf 

Information  Systems-Venezuela.  ..50 
Siemens  Pyramid 550 


1,100 


Products  and  Services 

Key  Siemens  Nixdorf  Information  Systems  products  and  survices  include: 

• Servers  and  workstation  systems 

• Network  services 

• R/3  consulting  services  and  software  tools 

• Point  of  sale  products 

• Application  software 

- Software  development 

- Electronic  commerce 

- Imaging 
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Exhibit 

Siemens  Nixdorf  Information  Systems  Products 


Product 

Description 

RISC  Systems 

RM  family  of  servers  and  workstations  include  MIPS  processors  and  are  binary 
compatible 

- RM200 

Business  workstation/workgroup  server 

- RM400 

Departmental  server 

- RM600 

Enterprise  server 

- Reliant  RM1 000 

MPP  server 

- Nile 

Data  center  server 

Personal  Computers 

Advanced  PCs  and  accessories 

- Ultra  compact  units 

- High-end  desktop  systems 

- Tower  systems 

Primergy  (Intel-based  NT  system) 

Point  of  Service  Products 

Open  hardware  and  software  products  for  the  retail  industry 

- TradingPOST® 

Application  software  designed  for  maximum  hardware  independence 

- Beetle™  POS  system 

POS  system  based  on  the  Intel  platform 

- CompuAdd  line  of  POS  terminals 

Open  PC  models  designed  for  medium-sized  retailers 

- SNIkey 

Touch-screen  terminal  with  graphical  display 

Application  Software 

Includes  software  development,  workplace  productivity,  electronic  commerce, 
and  imaging  software 

- ComUnity 

Object-oriented  software  development  framework  that  enables  integration  of 
legacy  applications,  off-the-shelf  products,  and  customized  solutions 

- SmartAssist 

Workplace  productivity  software  product  that  combines  several  routine  PC  tasks 
into  processes  that  can  be  executed  simultaneously 

- X.400MAIL.X 

Backbone  messaging  system 

- X.500  DIR.X 

Corporate  directory  service 

- SEDI 

Electronic  data  interchange  application 

- ARCIS  family 

Imaging  software  products  providing  a full  range  of  platform-independent, 

scalable  software  for  departmental  and  enterprise-wide  imaging  applications 

Other 

- TRANSVIEW 

Suite  of  software  products  used  for  managing  networks,  systems,  and 
applications 

- openUTM 

UNIX  transaction  processing  monitor  that  integrates  heterogeneous  networks, 
databases,  and  platforms  in  multitier  client/server  environments 

- Intelligent  Queue  Manager 

Software  system  that  automates  the  correction  of  message  problems  in  airline 
reservation  systems 

- ResourceWorks 

Suite  of  airport  and  airline  operations  and  management  tools 

- R/3  LIVE 

Suite  of  rule-based  tools  used  to  rapidly  implement  SAP  R/3  business 
applications  software 

Siemens  Nixdorf  Information  Systems,  Inc. 
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Products  and  Services  by  Unit 

The  information  services  provided  by  Siemens  Nixdorf  Information  Systems  are 
offered  through  the  following  units: 

Application  Software  Division — Methodology  is  to  develop  a “user-centered” 
environment  integrating  legacy  applications,  off-the-shelf  products  and  customized 
solutions;  offers  an  electronic  commerce  directory;  and  imaging 

Business  Solutions  Group,  SAP  Industry  Center  of  Expertise — The  Business  Solutions 
Group  provides  implementation  of  SAP  R/3  business  application  software,  with 
considerable  experience  in  the  automotive,  retail,  and  high-technology  sectors.  The 
Business  Solutions  Group  has  targeted  healthcare,  retail  and  telecommunications 
markets  as  additional  areas  of  focus  developing  from  the  group’s  expertise  in  those 
areas. 

Siemens  Nixdorf  Information  Systems  has  been  in  partnership  with  SAP  for  over 
twenty  years,  and  has  the  following  relationships  with  SAP: 

• Global  Logo  Partner — One  of  SAP’s  largest,  most  experienced  consulting  partners, 
offering  multinational  and  multi-industry  expertise 

• Platform  Partner — Manufacturing  and  supplying  SAP-certified  hardware  to  run  R/3 

• Technology  Partner — Delivering  key  operating  system,  middleware,  and  networking 
products 

• Complementary  Software  Partner — Supplying  and  integrating  applications  that 
complement  and  extend  R/3  functionality 

• Business  Partner — Providing  products  and  services  that  help  SAP  achieve  its  own 
business  objectives 

The  Business  Solutions  Group  has  adopted  AcceleratedSAP  as  the  methodology  of 
choice  for  SAP  R/3  implementation. 

The  Business  Solutions  Group  has  an  approach  to  SAP  R/3  implementation  that  is 
based  on: 

• A focus  on  R/3  standard  functionality 

• Inclusion  of  the  AcceleratedSAP  (ASAP)  methodology 

• Powerful  implementation  tools  from  Siemens  Nixdorf,  SAP,  and  third  party 
providers.  R/3  LIVE,  a tool  set  consisting  of  methodology  and  software  tools  was 
developed  by  Siemens  Nixdorf  to  aid  the  rapid  implementation  of  SAP  R/3  software. 
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The  Business  Solutions  Group  markets  its  services  to  medium-sized  enterprises 
(defined  by  SAP  as  national  accounts  of  $250  million  to  $1  billion). 


Information  Technology  Services  & Networks  (ITSN)  Division — ITSN  provides 
professional  services  and  customer  support  programs  for  the  IT  lifecycle.  Siemens 
Nixdorf  has  packaged  the  need  for  the  following  services  in  the  Technical  Integration 
business  line: 

• End-user  support:  systems  monitoring,  problem  management,  application  support, 
and  end-user  call  desk 

• Administrative  services:  change  management,  contract  management,  accounting, 
procurement  support,  and  security  management 

• Configuration  services:  inventory  management,  configuration  management,  and 
cable  management 

• Data  services:  print  management,  back-up  management,  database  management, 
and  office  communications 

• Optimization  services:  identifies  historical  systems  performance  trends  and 
plans/optimizes  system  capacity 

• Software  management:  license  metering,  and  software  administration  and 
distribution 

• The  company’s  System  Management  Centers  (SMC),  located  in  San  Jose  (CA)  and 
Burlington  (MA),  provides  services  to  help  manage  complex  network  environments, 
from  basic  monitoring  programs  to  complete  operations  outsourcing. 

- SMC  monitoring  services  detect  network  and  system  problems  that  can  reduce 
performance  or  cause  loss  of  data. 

- Siemens  Nixdorf  Information  Systems  tracking  software  supports  a range  of 
industry  standard  hardware  platforms,  communications  equipment,  network 
protocols,  and  operating  systems. 

• Solutions  are  based  on  the  company’s  TRANSVIEW  software  that  provides 
network  management  from  a central  site. 

• The  company  also  uses  other  open  and  proprietary  tools  such  as  HP’s 
OpenView®. 

- The  SMC  provides  a range  of  network  administration  services,  including  security 
programs,  virus  protection  and  recovery  systems,  change  management  tools, 
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network-wide  management  of  software  licenses,  versions,  and  updates,  as  well  as 
automated  software  distribution. 

- The  SMC  offers  problem  management  services,  including  responsibility  for 
hardware,  operating  systems,  and  applications. 

- Performance  management  is  provided  via  the  company’s  network  management 
software,  which  generates  detailed  reports  of  traffic  volumes. 

• The  Network  Services  Group,  a part  of  the  ITSN  Division,  provides  network  design, 

implementation,  maintenance,  and  support  services. 

Network  Services’  methodology  consists  of  four  phases: 

- Consultancy — Comprises  the  review  of  business  requirements,  the  existing 
network,  the  physical  environment,  and  performance  needs  and  analysis.  It  also 
defines  networking  objectives  and  functional  specification,  develops  capacity 
models,  and  defines  future  strategy,  as  well  as  providing  an  estimate  of  costs  and 
the  preparation  of  a budget. 

The  company  prepares  a final  report  that  gives  a complete  review  of  the  system 
status  and  user  requirement. 

- Design — Produces  detailed  topology,  identifies  optimum  products  and  services  to 
meet  the  design  criteria,  and  plans  the  implementation  and  schedule. 

- Network  implementation — Includes  project  management,  network  system  and 
testing,  physical  installation  and  testing,  configuration  and  integration,  and  user 
training. 

- Support  and  expansion — Provides  ongoing  support  and  maintenance  tailored  to 
customer  needs,  software  upgrades,  hardware  upgrades,  performance  audits,  and 
support  of  future  growth  and  development. 

Help  desk  and  a range  of  on-  and  off-site  services  are  offered  for  basic  user 
support.  Emergency  support  is  available  24  hours  a day,  seven  days  a week,  with 
full  technical  backup. 

• Multivendor  services  are  provided  through  Siemens  Nixdorf  Information  Systems’ 

Single-Source  Service  program,  providing  full-service  responsibility  for: 

- UNIX  and  Windows  NT  servers 

- PC  clients 

- Peripherals 

- Networking  equipment 

- Retail  POS  systems 


Siemens  Nixdorf  Information  Systems,  Inc. 

March  1998 


Page  9 of  1 3 


©INPUT  1996.  Reproduction  prohibited. 


INPUT  Vendor  Profile 


- Distributed  software 

- Operating  systems 

- Application  software 

- Cabling  and  environmental  services 

- Power  backup  and  regulating  systems 

- Business  protection  services 

Open  Enterprise  Computing  Group  (OEC) — clustered  server  and  middleware  products 
for  online  transaction  processing  and  data  warehousing 

Retail  Division  (Americas  Retail  Group) — Provides  comprehensive  point  of  sale  (POS) 
solutions  to  the  retail  industry.  In  addition  to  POS  products,  the  group  also  provides 
retail  systems  integration,  education  and  training,  and  solutions  consulting. 

Siemens  Business  Services  (SBS)  Group — This  group  provides  Internet  solutions  as 
well  as  systems  integration  services,  network  management  services  and  data  center 
outsourcing.  This  division  supports  customers  through  all  stages  of  consulting, 
planning,  and  development  of  solutions  through  final  implementation,  and  acts  as 
aliaison  for  third-party  relationships. 

SBS  services  are  comprised  of  two  related  sectors: 

• Integration  Services  focuses  on  offering  complete  customized  networking  and 
communication  solutions,  providing  a network  design  closely  aligned  with  the 
customer’s  business  requirements.  Primary  categories  of  service  are: 

- Program/project  management 

- Network  design 

- Network  implementation 

- Network  security  solutions  (firewalls,  security  audits,  etc.) 

- Advanced  Technology  Service  (ATM  Consulting) 

- Network  management  system  solutions  development 

- TCP/IP  global  address  plan  development 

• Network  Operations  services  focus  on  the  delivery  of  top-quality,  highly  reliable 
network  management  service.  The  SBS  operations  center,  located  in  Norcross  (GA), 
functions  7 days  a week,  24  hours  a day,  and  offers  customers  a cost-effective 
remote  network  management  solution.  SBS  operations  services  include: 

- Network  outsourcing/cosourcing 
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- Router  network  management 

- Internet  service  management 

- Firewall  management 

- Intranet  operations 

- E-mail  service 

Transportation  Division — -As  well  as  hardware  and  application  software,  this  division 
provides  professional  services  for  the  airline,  airport,  and  railway  industries. 

• Professional  services  include  the  planning,  design,  implementation,  and 
management  of  the  integration  of  communication  infrastructures. 

• Base  building  infrastructure  design  and  implementation 

The  Transportation  & Travel  Division  also  offers  a full  suite  of  available  airport  and 
airline  applications  that  address  the  typical  business  functions  of  operations, 
passenger  services,  maintenance  and  engineering,  in-flight  services,  cargo  and  freight 
management,  electronic  self-service  devices,  and  decision  support. 

Clients 

A sampling  of  worldwide  clients,  by  division,  includes: 

Americas  Retail  Group — Nordstrom,  Montgomery  Ward,  Sears,  Marshall  Field,  T.J. 
Maxx,  C.R.  Anthony,  Back-In-A-Flash,  Inc.,  Kids  Mart,  Inc.,  and  AutoZone 

Open  Enterprise  Computing — CVS.  Hana  Bank,  IRS,  Oxford  Health,  US  West, 

Thisco,  Handleman,  and  Southwestern  Bell 

Information  Technology  Service  (ITS) — Procom  Technology,  Inc.,  ADIC,  NBC  desktop 
video,  Office  Specialists,  Advalue  Media  Technologies,  and  Zebra  Technologies 

Siemens  Business  Services — Siemens  Stromberg  Carlson,  Siemens  Business 
Communication  Systems  (Rolm),  Siemens  Components,  OSRAM  SYLVANLA,  MCI, 
Allied  Signal,  UCLA  Medical  Center,  Hackensack  Medical  Center,  Orlando  Regional 
Health  Care,  and  Hennepin  County  Medical  Center  (MN) 

Business  Solutions  Group — Voith  Hydro  Inc.,  Cadbury  Schweppes,  Adidas,  Hoechst, 
Puma,  Purina  Mills,  Deere  & Company,  White  Oak  Semiconductor,  Rolm  Wireless 
Terminals,  and  Siemens  Power  Corp. 

Transportation  Division — Delta  Air  Lines,  United  Airlines,  Lufthansa,  Western 
Pacific,  Southern  Pacific,  Mass  Port  (Logan  International  Airport),  Metropolitan 
Washington  Airports  Authority,  Chicago  O’Hare  airport,  Kansai  International  airport, 
Portland  airport,  and  New  York  JFK  Airport 
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Application  Software  Division — the  Government  of  Canada,  Bell  Atlantic,  Baltimore 
Gas  and  Electric,  and  Teacher’s  Insurance  and  Annuity  Association  (TIAA) 

Marketing  and  Sales 

The  Americas  Retail  Group  markets  Siemens  Nixdorfs  open  retail  technology  to  end 
users  through  its  direct  sales  force,  and  to  POS  system  dealers,  VARs,  OEMs,  and 
systems  integrators  throughout  North  and  South  America  through  its  Group  Channel 
Sales  organization. 

The  ITSN  division  markets  its  products  through  its  direct  sales  force  and  in 
conjunction  with  other  Siemens  Nixdorf  Information  Systems  divisions. 

Siemens  Business  Services  markets  directly  to  Siemens  companies  and  other  major 
organizations. 

The  Business  Solutions  Group  markets  its  SAP  services  directly  to  user  organizations 
and  also  serves  as  a subcontractor  providing  specialized  R/3  expertise. 

The  Transportation  Division  markets  directly  and  in  joint  projects  with  partners. 

The  Application  Software  Division  markets  its  products  and  services  through  reseller 
channels  as  well  as  by  direct  sales  to  large  organizations. 

Personal  computers  are  sold  by  Siemens  Nixdorf  Information  Systems’  direct  sales 
force  for  projects  with  corporate  clients. 

Alliances 

SNI  has  formed  alliances  and  relationships  with  various  vendors,  including  Baan, 
CSC  Continuum,  HBOC,  IMI  Systems,  Informix,  JD  Edwards,  Microsoft,  Oracle, 
PeopleSoft,  Seagate,  and  Sterling  Software. 

The  company  also  has  a long-standing  relationship  with  SAP,  including  the  following 
partnerships:  Global  Logo  Partner,  Platform  Partner,  Technology  Partner, 
Complementary  Software  Partner,  and  Business  Partner. 

Assessment 

Siemens  Nixdorf  Information  Systems  feels  that  its  strengths  include: 

• Financial  strength  and  stability 

• Global  resources 

• A global  service  infrastructure 

• Industry-leading  technology 

• Strong  partnerships 
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SNI  has  rationalized  its  pricing  system  worldwide,  allowing  quick  bids  and  the  rapid 
deployment  of  resources.  In  North  America,  those  efforts  are  hindered  by 
bureaucracy  and  the  less-than-rapidly  evolving  divisional  structure.  The  larger 
challenge  remains  establishing  a presence  in  North  America  as  a first-tier  systems 
and  services  provider — the  ITSN  division  should  make  great  inroads.  Yet,  until  SNIS 
has  the  staffing  to  accomodate  the  breadth  of  coverage  available  in  Europe  from  its 
parent  company  (in  the  Baan  implementation  area,  for  example),  SNI  will  not  realize 
the  global  balance  it  desires. 


Parent  Company 

Siemens  Nixdorf  Informationssysteme  AG 
Heinz-Nixdorf-Ring  ID-33106  Paderborn 
Germany 

Phone:  49  52518-0 

Revenue:  $9,200,000,000  ($  U.S.) 
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Siemens  Nixdorf  Information 
Systems,  Inc. 


President  & 

CEO:  Edward  Blechschmidt 

200  Wheeler  Road 
Burlington,  MA  01803-5187 
Phone:  (617)  273-0480 

Fax:  (617)  221-0232 

Internet:  http://www.sni-usa.com 


SIEMENS 

NIXDORF 


Status:  Subsidiary 

Parent:  Siemens  Nixdorf  Informationssysteme  AG 
Employees:  1,485(10/96) 

Revenue:  $500,000,000  * 

Fiscal  Year  End:  9/30/96 

* INPUT  estimate 


Key  Points 

• Siemens  Nixdorf  Information  Systems.  Inc. 
is  a provider  of  midrange  computers  and 
PCs,  networking,  implementation,  and 
systems  integration  services,  POS  (point-of- 
sale)  solutions,  and  application  software. 

• In  August  1996,  Edward  A.  Blechschmidt 
was  appointed  to  the  position  of  President 


and  CEO  of  Siemens  Nixdorf  Information 
Systems,  heading  all  operations  in  North 
and  South  America.  He  also  assumed  the 
position  of  President  and  CEO  of  the 
company’s  San  Jose  (CA)-based  subsidiary, 
Pyramid  Technology. 

- Prior  to  the  appointment,  Mr. 
Blechschmidt  held  the  position  of  Senior 
Vice  President  and  Chief  Financial  Officer 
at  Unisys  Corporation. 

- Mr.  Blechschmidt  succeeds  Richard  H. 
Lussie,  who  announced  his  retirement 
earlier  this  year. 


©INPUT  1996  Reproduction  prohibited 


VA-96 


All  brand  names  and  product  names  are  acknowledged  to  be  trademarks  or  registered  trademarks  of  their  owners. 


Page  1 of  10 


INPUT  Vendor  Profile 


• In  March  1995,  Siemens  Nixdorf 
Information  Systems  acquired  the 
remaining  82.6%  of  the  shares  in  Pyramid 
Technology  Corporation  for  $207  million 
($  U.S.) 

Company  Description 

Siemens  Nixdorf  Information  Systems 
provides  SAP  R/3  implementation  and 
consulting  services,  Intel-based  retail  point-of- 
sale  (POS)  terminals  and  peripherals, 
specialized  software,  corporate  networks,  and 
a range  of  professional  services  to  business 
and  industry  in  the  Americas. 

Through  its  subsidiary  company,  Pyramid 
Technology,  the  company  sells  scalable 
multiprocessor  servers  in  the  Americas. 

Siemens  Nixdorf  Information  Systems  is  the 
U.S.  subsidiary  of  Munich  (Germany)-based 
Siemens  Nixdorf  Informationssysteme  AG 
(SNI).  SNI  is  a separate  legal  unit  of  Siemens 
AG,  a German  holding  company  of  high-tech 
operating  units  in  various  industries. 

• With  operations  in  45  countries,  SNI  is  one 
of  the  largest  European  computer  firms,  and 
ranks  among  the  world’s  leading 
information  technology  specialists.  It 
provides  high-tech  solutions  to  various 
business  segments,  including  energy,  retail, 
communications,  finance,  transportation, 
and  health  care. 

• SNI’s  fiscal  1995  revenues  reached  DM  12.8 
billion  ($8.8  billion,  $ U.S.),  an  increase  of 
10%  over  the  previous  year.  SNI  had  37,200 
employees  worldwide  at  the  end  of  fiscal 
1995. 

Organization  and  Structure 

Headquartered  in  Burlington  (MA),  Siemens 
Nixdorf  Information  Systems  has  U.S.  offices 
located  in  Atlanta  (GA),  Chicago  (IL),  Denver 


(CO),  Dallas  (TX),  San  Jose  (CA),  and  New 
York  (NY). 

International  offices  are  located  in  Canada, 
Venezuela,  Argentina,  and  Brazil. 

Siemens  Nixdorf  Information  Systems  is 
comprised  of  seven  units,  each  having 
separate  reporting  and  P&L  responsibihties, 
as  follows: 

• Americas  Retail  Group — Provides  POS 
products  and  services  to  the  retail  industry, 
including  major  department  stores  and 
leading  specialty  stores 

• Information  Technology  Services  (ITS) 
division — Provides  consulting, 
implementation,  maintenance,  and 
operations  services  for  IT  systems  and 
networks 

• Siemens  Business  Services — Provides 
systems  integration  services,  consulting, 
Internet  solutions,  network  design,  network 
operations,  and  programs/project 
management 

• Business  Solutions  Group,  SAP  Industry 
Center  of  Expertise — Provides 
implementation  of  SAP  R/3  business 
application  software 

• Transportation  Division — Provides 
hardware,  application  software,  and 
professional  services  for  the  travel  and 
transportation  industry 

• Application  Software  Division — Develops 
and  markets  platform-independent,  open 
architecture  software  based  on  OLE  (Object 
Linking  and  Embedding)  technology,  and 
provides  solutions  for  business  processes  in 
the  electronic  commerce,  imaging,  document 
management,  and  office  productivity  areas 
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The  company’s  San  Jose  (CA)-based 
subsidiary.  Pyramid  Technology,  provides 
desktop,  midrange,  and  enterprise  server 
systems  for  UNIX  and  Windows  NT,  as  well 
as  data  warehouse  and  data  mining  solutions. 
Pyramid  also  provides  parallel  processing 
systems,  including  small  to  high-end 
symmetric  multi-processing  (SMP)  systems, 
clustered  SMP  server  configurations,  and 
massively  parallel  processing  (MPP)  systems. 

Siemens  Nixdorf  Information  Systems’  key 
executives  are  summarized  below. 


Siemens  Nixdorf  Information  Systems 
Key  Executives 


Name 

Title 

Edward  Blechschmidt 

President  and  CEO, 
Siemens  Nixdorf  and 
Pyramid  Technology,  and 
acting  head  of 
Information  Technology 
Services 

Guenther  Gruber 

VP  and  CFO  (as  of  1/1/97) 

Andy  Chew 

VP,  Business  Solutions 
Group 

Herb  Cline 

VP,  Americas  Retail  Group 

Heinz  Kagerer 

VP,  Siemens  Business 
Services 

Andreas  Meyer  Knonow 

VP,  Application  Software 

Roger  Stone 

Acting  head  of 
Transportation  Systems 

John  Chen 

Chairman,  Pyramid 
Technology 

Company  Strategy 

Siemens  Nixdorf  Information  Systems’ 
strategy  is  to  build  upon  world-class  open 
systems  and  user-centered  solutions  that 
provide  competitive  advantages  for  customers 
and  partners. 


Financials 

INPUT  estimates  that  Siemens  Nixdorf 
Information  Systems’  fiscal  1996  revenue 
reached  $500  million  ($  U.S.). 

Revenue  Analysis  by  Product / Service 
INPUT  estimates  that  approximately  $80 
million  of  Siemens  Nixdorf  Information 
Systems’  fiscal  1996  revenue  was  derived  from 
information  services-related  activities — 
professional  services  (consulting,  education 
and  training,  software  development),  network 
and  systems  integration,  and  software 
products. 

Market  Financials 

Siemens  Nixdorf  Information  Systems 
provides  its  products  and  services  to  various 
industries,  including  retail,  consumer 
packaged  goods,  manufacturing, 
transportation,  automotive,  finance,  and  high 
technology. 

Geographic  Markets 

INPUT  estimates  that  the  majority  of 
Siemens  Nixdorf  Information  Systems’  fiscal 
1996  revenue  was  derived  from  the  U.S.  The 
company  also  derives  revenue  from  Canada 
and  South  America. 

Acquisitions 

In  March  1995,  Siemens  Nixdorf  Information 
Systems  acquired  the  remaining  82.6%  of  the 
shares  in  Pyramid  Technology  Corporation  for 
$207  million  ($  U.S.). 

• Pyramid  is  a $219  million  provider  of  RISC- 
based  open  system  servers. 

• Pyramid  is  located  in  San  Jose  (CA),  and 
had  approximately  1,100  employees  at  the 
time  of  the  acquisition. 
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Employees 

As  of  October  15,  1996,  Siemens  Nixdorf 
Information  Systems  had  approximately  1,485 
employees,  segmented  as  follows: 

Siemens  Nixdorf 

Information  Systems-U.S 325 

Siemens  Nixdorf 

Information  Systems-Canada 110 

Siemens  Nixdorf 

Information  Systems-Venezuela...  50 

Pyramid  Technology 1,000 

1,485 

Key  Products  and  Services 

Products 

A list  of  products  offered  by  Siemens  Nixdorf 
Information  Systems  through  its  Application 
Software  Division  and  other  units  is  shown  in 
the  exhibit  on  the  following  page. 

Services 

This  section  will  focus  on  the  information 
services  provided  by  Siemens  Nixdorf 
Information  Systems,  which  are  offered 
through  the  following  units: 

Americas  Retail  Group — Provides 
comprehensive  point  of  sale  (POS)  solutions  to 
the  retail  industry.  In  addition  to  POS 
products,  the  group  also  provides  retail 
systems  integration,  education  and  training, 
and  solutions  consulting. 

Information  Technology  Services  (ITS) 
Division — ITS  provides  professional  services 
and  customer  support  programs  for  third- 
party  products  as  well  as  its  own  systems, 
taking  full  responsibility  for  the  system  and 
all  of  its  elements,  regardless  of  original 
supplier. 


• The  company’s  System  Management  Center 
(SMC),  located  in  Burlington  (MA),  provides 
services  to  help  manage  complex  network 
environments,  from  basic  monitoring 
programs  to  complete  operations 
outsourcing. 

- SMC  monitoring  services  detect  network 
and  system  pi’oblems  that  can  reduce 
performance  or  cause  loss  of  data. 

- Siemens  Nixdorf  Information  Systems 
tracking  software  supports  a range  of 
industry  standard  hardware  platforms, 
communications  equipment,  network 
protocols,  and  operating  systems. 

. Solutions  are  based  on  the  company’s 
TRANSVIEW  software  that  provides 
network  management  from  a central 
site. 

• The  company  also  uses  other  open  and 
proprietary  tools  such  as  HP’s 
OpenView®. 

- The  SMC  provides  a range  of  network 
administration  services,  including  security 
programs,  virus  protection  and  recovery 
systems,  change  management  tools, 
network-wide  management  of  software 
licenses,  versions,  and  updates,  as  well  as 
automated  software  distribution. 

- The  SMC  offers  problem  management 
services,  including  responsibility  for 
hardware,  operating  systems,  and 
applications. 

- Performance  management  is  provided  via 
the  company’s  network  management 
software,  which  generates  detailed  reports 
of  traffic  volumes. 
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Exhibit 

Siemens  Nixdorf  Information  Systems  Products 


Product 

Description 

RISC  Systems 

RM  family  of  servers  and  workstations  include  MIPS  processors  and  are  binary 
compatible 

- RM200 

- RM400 

- RM600 

- Reliant  RM 1000 

- Nile 

Business  workstation/workgroup  server 

Departmental  server 

Enterprise  server 

MPP  server 

Data  center  server 

Personal  Computers 

Advanced  PCs  and  accessories 

- Ultra  compact  units 

- High-end  desktop  systems 

- Tower  systems 

Point  of  Service  Products 

Open  hardware  and  software  products  for  the  retail  industry 

- TradingPOST® 

- Beetle™  POS  system 

- CompuAdd  line  of  POS  terminals 

- SNIkey 

Application  software  designed  for  maximum  hardware  independence 
POS  system  based  on  the  Intel  platform 
Open  PC  models  designed  for  medium-sized  retailers 
Touch-screen  terminal  with  graphical  display 

Application  Software 

Includes  software  development,  workplace  productivity,  electronic  commerce, 
and  imaging  software 

- ComUnity 

Object-oriented  software  development  framework  that  enables  integration  of 
legacy  applications,  off-the-shelf  products,  and  customized  solutions 

- SmartAssist 

Workplace  productivity  software  product  that  combines  several  routine  PC  tasks 
into  processes  that  can  be  executed  simultaneously 

- X.400MAIL.X 

- X.500  DIR.X 

- SEDI 

- ARCIS  family 

Backbone  messaging  system 
Corporate  directory  service 
Electronic  data  interchange  application 

Imaging  software  products  providing  a full  range  of  platform-independent, 

scalable  software  for  departmental  and  enterprise-wide  imaging  applications 

Other 

- TRANSVIEW 

Suite  of  software  products  used  for  managing  networks,  systems,  and 
applications 

- openUTM 

UNIX  transaction  processing  monitor  that  integrates  heterogeneous  networks, 
databases,  and  platforms  in  multitier  client/server  environments 

- Intelligent  Queue  Manager 

Software  system  that  automates  the  correction  of  message  problems  in  airline 
reservation  systems 

- ResourceWorks 

- R/3  LIVE 

Suite  of  airport  and  airline  operations  and  management  tools 
Suite  of  rule-based  tools  used  to  rapidly  implement  SAP  R/3  business 
applications  software 
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• The  Network  Services  Group,  a part  of  the 
ITS  Division,  provides  network  design, 
implementation,  maintenance,  and  support 
services. 

Network  Services’  methodology  consists  of 
four  phases: 

- Consultancy — Comprises  the  review  of 
business  requirements,  the  existing 
network,  the  physical  environment,  and 
performance  needs  and  analysis.  It  also 
defines  networking  objectives  and 
functional  specification,  develops  capacity 
models,  and  defines  future  strategy,  as 
well  as  providing  an  estimate  of  costs  and 
the  preparation  of  a budget. 

The  company  prepares  a final  report  that 
gives  a complete  review  of  the  system 
status  and  user  requirement. 

- Design — Produces  detailed  topology, 
identifies  optimum  products  and  services 
to  meet  the  design  criteria,  and  plans  the 
implementation  and  schedule. 

- Network  implementation — Includes 
project  management,  network  system  and 
testing,  physical  installation  and  testing, 
configuration  and  integration,  and  user 
training. 

- Support  and  expansion — Provides  ongoing 
support  and  maintenance  tailored  to 
customer  needs,  software  upgrades, 
hardware  upgrades,  performance  audits, 
and  support  of  future  growth  and 
development. 

Help  desk  and  a range  of  on-  and  off-site 
services  are  offered  for  basic  user  support. 
Emergency  support  is  available  24  hours  a 
day,  seven  days  a week,  with  full  technical 
backup. 


• Multivendor  services  are  provided  through 

Siemens  Nixdorf  Information  Systems’ 

Single-Source  Service  program,  providing 

full-service  responsibility  for: 

- UNIX  and  Windows  NT  servers 

- PC  clients 

- Peripherals 

- Networking  equipment 

- Retail  POS  systems 

- Distributed  software 

- Operating  systems 

- Application  software 

- Cabling  and  environmental  services 

- Power  backup  and  regulating  systems 

- Business  protection  services 

Available  services  include: 

- Installations 

- On-site  and/or  depot  repair 

- Network  design,  implementation,  and 
support 

- Preventive  maintenance 

- Power,  cable,  and  environmental  services 

- Software  and  operations  support 

- Data  processing  supplies 

- PC  catalog  sales 

Siemens  Business  Services  (SBS)  Group — This 
group  provides  Internet  solutions  as  well  as 
systems  integration  services  and  systems 
management  services.  This  division  supports 
customers  through  all  stages  of  consulting, 
planning,  and  development  of  solutions 
through  final  implementation,  and  acts  as 
aliaison  for  third-party  relationships. 
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SBS  services  are  comprised  of  two  related 
sectors: 

• Integration  Services  focuses  on  offering 
complete  customized  networking  and 
communication  solutions,  providing  a 
network  design  closely  aligned  with  the 
customer’s  business  requirements.  Primary 
categories  of  service  are: 

- Program/project  management 

- Network  design 

- Network  implementation 

- Network  security  solutions  (firewalls, 
security  audits,  etc.) 

- Advanced  Technology  Service  (ATM 
Consulting) 

- Network  management  system  solutions 
development 

- TCP/IP  global  address  plan  development 

• Network  Operations  services  focus  on  the 
delivery  of  top-quality,  highly  reliable 
network  management  service.  The  SBS 
operations  center,  located  in  Norcross  (GA), 
functions  7 days  a week,  24  hours  a day,  and 
offers  customers  a cost-effective  remote 
network  management  solution.  SBS 
operations  services  include: 

- Network  outsourcing/cosourcing 

- Router  netwmrk  management 

- Internet  service  management 

- Firewall  management 

- Intranet  operations 

- E-mail  service 


Business  Solutions  Group,  SAP  Industry 
Center  of  Expertise — The  Business  Solutions 
Group  provides  implementation  of  SAP  R/3 
business  application  software,  with 
considerable  experience  in  the  automotive, 
consumer  packaged  goods,  retail,  high- 
technology,  and  capital  goods  industry  sectors. 

Siemens  Nixdorf  Information  Systems  has 
been  in  partnership  with  SAP  for  22  years, 
and  has  the  following  relationships  with  SAP: 

• Global  Logo  Partner — One  of  SAP’s  largest, 
most  experienced  consulting  partners, 
offering  multinational  and  multi-industry 
expertise 

• Platform  Partner — Manufacturing  and 
supplying  SAP-certified  hardware  to  run  R/3 

• Technology  Partner — Delivering  key 
operating  system,  middleware,  and 
networking  products 

• Complementary  Software 
Partner — Supplying  and  integrating 
applications  that  complement  and  extend 
R/3  functionality 

• Business  Partner — Providing  products  and 
services  that  help  SAP  achieve  its  own 
business  objectives 

As  part  of  the  Business  Solutions  Group,  R/3 
LIVE  Express  consulting  services  consist  of 
the  following  methodology  and  software  tools 
for  the  rapid  implementation  of  SAP  R/3 
software: 

• The  five  phases  of  the  methodology  include: 

- Implementation  Preparation — Provides 
project  requirements  as  well  as  basic 
timeframes,  resources,  and  overall 
approach 
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- Implementation  Analysis — Matches 
detailed  information  processing 
requirements  to  the  R/3  functionality 

- Implementation  Design — Defines  the 
specific  configurations  that  are  unique  to 
the  Baseline  System  and  specifies  the 
necessary  extensions 

- Implementation  Construction — Builds  the 
Baseline  System  and  automates  the 
migration  and  testing  of  the  data  from  the 
existing  system 

- Implementation  Rollout — Migrates  the 
master  data  and  open  transactions  to  the 
live  system,  as  well  as  providing  end-user 
training  and  establishing  support 
procedures 

• R/3  LIVE  tools  range  from  templates 

developed  in  MS  Word,  MS  Powerpoint,  and 

MS  Project  to  the  company’s  rules-based 

tools: 

- LIVE  Kit  Structure — Proprietary  rules- 
based  software  that  promotes  functional 
integration  while  reducing  complexity  and 
eliminating  unnecessary  work 

- LIVE  Inc. — A modeling  tool  that  provides 
computer  simulation  of  an  international 
manufacturing  company  with  more  than 
120  business  scenarios 

- LIVE  Migration — A set  of  tools  used  for 
migrating  master  data  and  open 
transactions,  ensuring  data  integrity 

- Project  Management  Guide — A step-by- 
step  guide  that  provides  the  project 
management  team  with  tools,  templates, 
and  forms  necessary  for  planning, 
scheduling,  controlling,  monitoring, 
reporting,  and  testing 


• R/3  Customer  Business  Centers — Siemens 
Nixdorf  Information  Systems  maintains  five 
R/3  LIVE  Business  Centers  in  the  U.S., 
providing  systems  integration  services  that 
enable  its  customers  to  optimize  the 
performance  of  their  enterprises. 

Siemens  Nixdorf  participates  in  SAP’s 
Industry  Centers  of  Expertise  (ICOE)  to 
provide  solutions  for  the  retail  and  high-tech 
industries. 

• For  the  retail  industry,  the  company  offers 
enterprise-wide  R/3,  data  warehousing, 
smart  card,  and  multimedia  POS  solutions. 

Siemens  Nixdorf  Information  Systems  is 
creating  a Retail  solutions  group  that  will 
work  with  customers  to  build  their  R/3  retail 
software  solutions. 

• For  the  high-tech  industry,  Siemens  Nixdorf 
has  a team  on  site  developing  industry 
solutions.  It  has  completed  alpha  and  beta 
tests,  and  is  currently  conducting  its  first 
pilot  project. 

The  Business  Solutions  Group  markets  its 
services  to  medium-sized  enterprises  (defined 
by  SAP  as  national  accounts  of  $250  million  to 
$1  billion). 

Transportation  Division — As  well  as  hardware 
and  application  software,  this  division 
provides  professional  services  for  the  airline, 
airport,  and  railway  industries. 

• Professional  services  include  the  planning, 
design,  implementation,  and  management  of 
the  integration  of  communication 
infrastructures. 

• Base  building  infrastructure  design  and 
implementation  projects  include: 
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- Establishment  of  computer  and  equipment 
room  sizing 

- Design  of  conduit/raceway  systems  to 
accommodate  all  primary  and  secondary 
cabling 

- Development  of  a project  communications 
budget 

- Design  alternatives  for  systems 
integration  into  the  base  building 
infrastructure 

• Services  for  network  computing  and 
communications  projects  include  an 
integrated  design  addressing: 

- Broadband  voice/video/data  networks 
including  FDDI,  ATM,  and  other  LAN 
architectures,  and  IP  Internet  and 
intranet  WAN  connectivity 

- Telephone  PBX  and  CENTREX  systems 

- CCTV  and  industrial  video  display 
systems  (FIDS/BIDS)  and  graphic 
information,  including  schedule, 
operations  and  customer  information 
display  systems,  and  ADA-mandated 
visual  paging 

- Communication  requirements  verification 

- Premise  wiring  distribution 

- Development  of  technical  bid  specification 
documents  in  CSI  standard  formats 

- Participation  in  the  bid  response 
evaluation  and  contractor  selection 

• Project  implementation  management  teams 
include  RCDD-certified  engineers  and 
consultants  who  coordinate  architects, 
airport  authorities,  and  airline  user,  MIS, 
and  facilities  representatives. 

- The  company  functions  as  a single  point  of 
coordination  for  all  communications, 


network,  and  computing  systems  planning 
and  design. 

- The  special  systems  consulting  practice 
uses  a cross-functional  approach  to 
provide  implementation  management 
coordination  for  all  low-voltage  cable, 
electronics,  communications,  and 
computing  system  requirement  definitions 
and  procurement  documents,  as  well  as 
computing  system  implementation. 

The  Transportation  Division  also  offers  a full 
suite  of  available  airport  and  airline 
applications  that  address  the  typical  business 
functions  of  operations,  passenger  services, 
maintenance  and  engineering,  in-flight 
services,  cargo  and  freight  management, 
electronic  self-service  devices,  and  decision 
support. 

Clients 

A sampling  of  clients,  by  division,  includes: 

Americas  Retail  Group — Nordstrom, 
Montgomery  Ward,  Sears,  Marshall  Field, 
Egghead  Software,  T.J.  Maxx,  C.R.  Anthony, 
Back-In-A-Flash,  Inc.,  Kids  Mart,  Inc.,  and 
AutoZone 

Information  Technology  Service 
(ITS) — Pi'ocom  Technology,  Inc.,  ADIC.  NBC 
desktop  video,  Office  Specialists,  Advalue 
Media  Technologies,  and  Zebra  Technologies 

Siemens  Business  Services — Siemens 
Stromberg  Carlson,  Siemens  Business 
Communication  Systems  (Rolm),  Siemens 
Components,  OSRAM  SYLVANIA,  MCI, 
Allied  Signal,  UCLA  Medical  Center, 
Hackensack  Medical  Center,  Orlando 
Regional  Health  Care,  and  Hennepin  County 
Medical  Center  (MN) 
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Business  Solutions  Group — -Voith  Hydro  Inc., 
Cadbury  Schweppes,  Adidas,  Hoechst,  Puma, 
and  Siemens  Power  Corp. 

Transportation  Division — Delta  Air  Lines, 
United  Airlines,  Lufthansa,  Western  Pacific, 
Southern  Pacific,  Mass  Port  (Logan 
International  Airport),  Metropolitan 
Washington  Airports  Authority,  Chicago 
O’Hare  airport,  Kansai  International  airport, 
Portland  airport,  and  New  York  JFK  Airport 

Application  Software  Division — the 
Government  of  Canada,  Bell  Atlantic, 
Baltimore  Gas  and  Electric,  and  Teacher’s 
Insurance  and  Annuity  Association  (TIAA) 

Marketing  and  Sales 

The  Americas  Retail  Group  markets  Siemens 
Nixdorfs  open  retail  technology  to  end  users 
through  its  direct  sales  force,  and  to  POS 
system  dealers,  VARs,  OEMs,  and  systems 
integrators  throughout  North  and  South 
America  through  its  Group  Channel  Sales 
organization. 

The  ITS  division  markets  its  products  through 
its  direct  sales  force  and  in  conjunction  with 
other  Siemens  Nixdorf  Information  Systems 
divisions. 

Siemens  Business  Services  markets  directly  to 
Siemens  companies  and  other  major 
organizations. 

The  Business  Solutions  Group  markets  its 
SAP  services  directly  to  user  organizations 
and  also  serves  as  a subcontractor  providing 
specialized  R/3  expertise. 

The  Transportation  Division  markets  directly 
and  in  joint  projects  with  partners. 

The  Application  Software  Division  markets  its 
products  and  services  through  reseller 


channels  as  well  as  by  direct  sales  to  large 
organizations. 

Personal  computers  are  sold  by  Siemens 
Nixdorf  Information  Systems’  direct  sales 
force  for  major  projects  with  corporate  clients. 

Alliances 

Siemens  Nixdorf  Information  Systems  has 
formed  alliances  and  relationships  with 
various  vendors,  including  Texas  Instruments 
Software,  OneWave  Inc.  (formerly 
Business@Web),  Microsoft,  Informix,  Oracle, 
Novell,  Symbol  Technologies,  Raptor  Systems, 
Inc.,  Connectivity,  Inc.,  Security  Dynamics, 
Coopers  & Lybrand,  and  Price  Waterhouse. 

The  company  also  has  a long-standing 
relationship  with  SAP,  including  the  following 
partnerships:  Global  Logo  Partner,  Platform 
Partner,  Technology  Partner,  Complementary 
Software  Partner,  and  Business  Partner. 

Assessment 

Siemens  Nixdorf  Information  Systems  feels 
that  its  strengths  include: 

• Financial  strength  and  stability 

• Global  resources 

• A nationwide  service  infrastructure 

• Industry-leading  technology 

• Strong  partnerships 


Parent  Company 

Siemens  Nixdorf  Informationssysteme  AG 
Heinz-Nixdorf-Ring  ID-33106  Paderborn 
Germany 

Phone:  49  5251  8-0 

Revenue:  $8,800,000,000  ($  U.S.) 


Page  10  of  10 


Siemens  Nixdorf  Information  Systems,  Inc. 

INPUT  1996.  Reproduction  prohibited.  November  1996 


COMPANY  HIGHLIGHT 


SIGMA  DATA  COMPUTING 
CORPORATION 

962  Wayne  Avenue 
Silver  Spring,  MD  20910 
(301) 565-3773 


Jerome  Scheer,  President 
Private  Corporation 
Total  Employees:  400 
Total  Revenues,  Fiscal  Year  End 
9/30/80:  $16,000,000 


THE  COMPANY 

• Sigma  Data  Computing  Corporation  was  founded  in  1968  to  market  a proprie- 
tary software  product.  Since  its  formation,  the  company  has  expanded  its 
operations  to  include  facilities  management,  software  development,  turnkey 
systems  and  processing  services. 

• Although  Sigma  Data's  revenue  growth  appears  nearly  flat  from  1979  to  1980 
(rising  from  $15.9  million  to  only  $16  million  over  the  fiscal  year),  total 
revenues  were  skewed  by  the  mid-year  sale  of  a product  for  which  only  partial 
revenues  were  realized.  Actual  growth  in  the  company's  other  business 
segments  was  20-25%. 


SIGMA  DATA 

FIVE  YEAR  FINANCIAL  SUMMARY 
($  Thousands,  FYE  9/30) 


— — _RSCAL  YEAR 

ITEM 

1980 

1979 

1978 

1977 

1976 

Total  Revenues 
. Percent  increase 

$16,000 

$15,900 

$9,400 

$ 3,200 

$ 845 

from  previous  year 

* 1% 

69% 

194% 

279% 

31% 

• Sigma  Data's  high  growth  rate  during  1977-1980  is  attributed  to: 


The  acquisition  in  1977  of  Facility  Management  Corporation,  a wholly 
owned  subsidiary  of  GTE,  Inc.,  which  provided  facilities  management 
and  software  services.  FMC  had  revenues  of  approximately  $4  million 
at  the  time  of  acquisition. 

A large  contract  award  with  the  Postal  Service  to  install  850  mini- 
computer-based  Mail  Forwarding  Systems  in  post  offices  throughout  the 

U.S. 

Development  of  UPGRADE,  a data  reduction  and  graphics  package  used 
in  energy,  environmental  and  health  areas  to  manipulate  numeric  data. 
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Increased  sales  in  turnkey  systems  for  the  hotel  industry. 

Additional  contracts  and  sales  in  library  systems. 

• In  April  1980,  Sigma  Data  sold  its  automated  hotel  accounting  system, 
DATAHOST,  to  Philips,  N.A. 

• Sigma  Data  is  organized  into  two  divisions  and  one  subsidiary: 

The  Systems  Division  develops  turnkey  systems  for  industry-specific 
applications  and  for  government  clients. 

The  Information  and  Scientific  Applications  Division  provides  a full 
range  of  products  and  services  for  libraries  and  information  centers, 
and  markets  UPGRADE. 

Sigma  Data  Services  Corporation  provides  operations  support  of  com- 
puter facilities  and  programming  services  for  government  agencies. 

• Companies  that  compete  with  the  products  and  services  offered  by  Sigma  Data 
are: 


Planning  Research  Corporation  (real  estate  systems). 

Informatics  and  Aztech  Computer  Sciences  Systems  (library  systems). 

Computer  Sciences,  System  Development,  Computer  Data  Systems  and 
RCA  Services  Corp.  (professional  services). 


KEY  PRODUCTS  AND  SERVICES 


In  FY  1980,  Sigma  Data  derived 

its  revenues 

as  follows  (numbers 

approximations): 

Percent 

Revenue 

of  Total 

Value 

Professional  Services 

37% 

$ 6 

Turnkey  Systems 

44 

7 

Library  and  Analytical  Services 

19 

3 

100% 

$ 16  million 

• Sigma  Data  markets  three  turnkey  products. 

A multiple  listing  system  for  real  estate  boards  has  been  offered  for 
two  years.  Sigma  Data  has  sold  systems  to  Montgomery  County  (MD) 
and  to  the  San  Jose  Real  Estate  Board. 

. The  system  uses  an  IBM  Series  I and  sells  for  $200,000. 


2 of  4 

December  1980 

© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/SIGMA  DATA  COMPUTING  CORPORATION 


Since  1977,  Sigma  has  been  installing  a mail -forwarding  system  in  U.S. 
Postal  Service  centers.  It  is  a computerized  system  for  tracking 
changes  of  address  and  producing  labels  for  mail  forwarding. 

. The  system  uses  a Data  General  NOVA  and  sells  for  an  average 
price  of  $15,000.  Approximatley  600  systems  are  installed,  with 
potential  sales  for  an  additional  250  units. 

. Additional  markets  for  Sigma  Data's  mail-forwarding  system  are 

with  the  military,  periodical  publishers  and  associations. 

Sigma  Data  has  recently  started  to  market  a minicomputer-based 
library  system  using  a Data  General  Eclipse.  Applications  supported 
include  acquisitions,  cataloging,  on-line  retrieval  and  circulation 
control. 

. The  company  plans  to  develop  an  integrated  library  system  on  a 

minicomputer  to  serve  corporate  and  federal  library  networks. 

. The  library  system  will  sell  for  approximately  $200,000  without 
hardware. 

• Sigma  Data  has  developed  a number  of  library  systems  for  federal  government 
agencies  and  commercial  clients.  Capabilities  include  the  development  of 
automated  systems  for  book  and  audio-visual  catalogs,  journal  union  lists, 
circulation  control  and  acquisition  systems.  Standard  products  offered  are: 

JOURNALINK,  a union  list  of  serials  database,  whereby  subscribers 
submit  journal  titles  and  holdings  for  publication  in  an  annual  volume. 

DATALIB,  an  on-line  acquisition  system  currently  offered  on  a service 
basis  to  numerous  libraries  in  the  Washington  (DC)  area.  DATALIB 
allows  libraries  to  print  purchase  orders,  claim  notices  and  cancella- 
tions, generate  financial  and  management  reports,  and  perform  on-line 
queries. 

• Sigma  Data  also  offers  UPGRADE,  a software  package  with  graphics  capabili- 
ties used  to  manipulate  numeric  data.  UPGRADE  is  used  by  government 
agencies  involved  in  energy,  environmental  and  related  health  effects 
research. 

UPGRADE  is  priced  on  a custom  basis  and  has  been  installed  in  ten 
government  locations. 

• Sigma  Data  Services  Corporation  is  engaged  in  staffing  and  operating  large 
facilities  management  contracts  for  government  agencies.  Representative 
contracts  include: 

Facilities  management  contracts  for  the  NASA  Goddard  Institute  for 
Space  Studies  and  NASA's  National  Space  Science  Data  Center. 
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Data  processing  support  for  the  Department  of  Labor  and  the  Office  of 
Education. 

Subcontractor  to  Boeing  Computer  Services  for  software  design  and 
maintenance  of  HEW's  Guaranteed  Student  Loan  Program. 


INDUSTRY  MARKETS  Approximately  80%  of  Sigma  Data's  revenues  are  derived 
from  the  federal  government.  The  remainder  stems  from  corporate  libraries  and  real 
estate  boards. 


GEOGRAPHIC  MARKETS  The  majority  of  Sigma  Data's  revenues  are  derived  from 
the  Washington  (DC)  area.  The  company's  hotel  systems  have  been  installed  in  a 
number  of  U.S.  cities  and  international  locations. 


COMPUTER  HARDWARE 

• Sigma  Data  uses  a Data  General  Eclipse  Model  M-600  for  its  DATALIB 
service. 

• Other  research  and  development  machines  include: 

Four  Phase  IV  90. 

IBM  Series  I. 

Data  General  NOVA  3/12. 

DEC  PDP  1 1 /70  VAX. 

GTE  I.S.-I000. 
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SIGMA  DATA  COMPUTING  CORP . 
12730  Twinbrook  Parkway 
Rockville,  MD  20852 
(301)  881-4451 


Jerome  David  Scheer,  President 
Private  corporation 
Total  employees:  75 

Total  revenues,  fiscal  year 
end  9/30/77:  $2,600,000* 


THE  COMPANY 

• Sigma  Data  Computing  Corp.  (SDCC)  was  founded  in  1968  to  provide 
professional  EDP  services  and  software  products  to  government  and 
commercial  clients.  It  now  offers  these  services  in  addition  to 
a turnkey  minicomputer-based  hotel  management  system  known  as 


• On  August  1,  1977,  SDCC  acquired  FM  Corporation  (FMC),  a part  of 
GTE  Information  Services.  With  approximately  15  contracts  and 
$4  million  in  revenues,  FMC  provides  facilities  management  and 
software  services  to  principally  government  clients.  SDCC  manage- 
ment estimates  that  SDCC  which  has  325  employees  as  a result  of 
the  acquisition,  will  surpass  $7  million  in  sales  by  fiscal  year 
end  1978.  This  is  a growth  of  more  than  269%. 

• Management's  goal  is  to  continue  to  build  a premier  software  company, 
and  to  be  the  leader  in  hotel  automation.  The  company  currently 

has  a number  of  hotel  clients  including  Del  Webb,  Holiday  Inn, 

Ramada  Inn,  Western  International,  OMNI  International  and  Sheraton 
properties . 

• Marketing  is  accomplished  primarily  through  personal  visits,  referrals 
and  convention/association  contacts,  although  advertising  and  direct 
mail  campaigns  are  also  employed . 

■ Major  competition  in  hotel  automation  comes  from  Micor,  EEC0,  and  IBM. 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  50%  of  SDCC  revenues  in  fiscal  1977  were  derived  from 
professional  services  and  from  the  sale  of  the  company's  proprietary 
software  products,  principally  the  Inquiry  and  Reporting  System  (IRS): 
the  other  50%  were  DATAHOST  sales. 
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• Professional  services  involve  contract  programming  and  systems 
analysis  and  design  for  government  and  commercial  clients. 

• SDCC's  primary  systems  software  product  is  IRS  (Inquiry  and 
Reporting  System) , a data  management  system  installed  at  approxi- 
mately 80  locations.  IRS  has  a variety  of  options  and  an  ease  of 
use  that  make  it  strongly  supported  by  users,  according  to  a 
Datapro  survey.  It  is  available  in  batch  mode  for  IBM  360/370 
(under  DOS,  OS  VS)  and  Univac  1100  series  (under  Exec  8)  systems 
can  be  used  interactively  on  IBM  360/370  systems  with  TSO  or  other 
communications  monitors.  The  package  costs  $20,000  including 
lifetime  maintenance  and  upgrading.  Custom  enhancements  are 
available  at  additional  cost. 

• DATAHOST,  the  company's  hotel/motel  management  system  is  based  on 
Four-Phase  hardware  and  Sigma  Data  proprietary  software.  DATAHOST 
offers  reservations,  registration,  credit  verification,  telephone 
switchboard,  guest  accounting  and  settlement,  payroll,  audit, 
accounts  receivable,  accounts  payable,  general  ledger  and  financial 
reporting  capabilities.  Energy  control,  security  and  telephone 
monitoring  capabilities  are  planned. 

• SDCC  offers  a series  of  library  and  technical  information  products 
currently  installed  at  approximately  40  locations.  These  products 
include  a book  catalogue  system,  journal  holdings  inventory, 
circulation,  technical  report,  audio-visual  materials,  and  consultant 
referral  systems. 

• Other  products  and  services  include: 

UPGRADE,  an  interactive  data  analysis  and  graphics  system 
- A minicomputer-based  interactive  doctors'  appointment  system 
Training  courses  in  data  processing 

• In  fiscal  1978,  the  company  is  also  offering  facilities  management 
services . 


APPLICATIONS  Key  products  include  proprietary  systems  software  and 
industry-specialized  applications  software  for  government,  hotel/motels, 
and  libraries. 
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INDUSTRY  MARKETS  Government  and  the  hotel/motel  industry  provided  nearly 
70%  of  SDCC’s  total  revenues  in  fiscal  1977. 


GEOGRAPHIC  MARKETS  The  company  serves  clients  nationwide.  Marketing  is 
done  through  the  Rockville,  Maryland  office,  though  there  are  satellite 
marketing  offices  for  DATAHOST  in  Arizona  and  New  Jersey. 
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SIGMA  DATA  SYSTEMS 
715  Lorreya  Court 
Palo  Alto,  CA  94303 
(415)  494-1138 


H.  Cliff  Kirkhart,  President 

Sole  Proprietorship 

Total  employees:  5 

Total  revenues,  Fiscal  year  end 

12/31/76:  $500,000-$!, 000, 000  range* * 


COMPANY  BACKGROUND: 


Sigma  Data  Systems  was  founded  by  H.  Cliff  Kirkhart  in  1972  as 


a turnkey  minicomputer  systems  and  software  consulting  company. 
It  currently  specializes  in  turnkey  systems  using  Cincinnati 
Milacron  minicomputers.  Other  products  offered  are  custom 
and  packaged  software  for  a variety  of  other  vendor  mainframes 
and  minicomputers,  and  consulting  services,  primarily  for 
business  applications. 


them  to  double  again  by  1978.  The  company  experiences  oper- 
ational profitability.  The  two  to  one  sales  to  lease  ratio 
permits  an  equipment  depreciation  tax  credit,  which  added  to 
an  investment  tax  credit,  results  in  a break  even  or  slightly 
negative  balance  sheet. 

• Sigma  is  a small  company  with  an  aggressive  marketing-oriented 
president  dedicated  to  growth.  An  advertising  campaign  will 
be  started  in  1977,  the  staff  will  double  or  triple  by  1978, 
new  products  are  continually  being  developed,  and  acquisition 
is  considered  a possible  tool  for  growth.  Venture  capital 
funding  is  not.  The  entire  staff  is  composed  of  trained 
programmers;  the  two  marketing  people  occassionally  do  emergency 
programming  in  the  field  and  up  to  six  consultants  may  be  added 
in  high  volume  periods. 

KEY  PRODUCTS  AND  SERVICES: 

• Sigma's  basic  products,  turnkey  minicomputer  systems  and 
applications  programs,  generate  80%  of  its  revenues.  Sigma  has 
35  systems  installed.  The  basic  system,  priced  between  $16,000 
and  $40,000,  includes  a 32K  Cincinnati  Milacron  minicomputer,  a 
60  cps  Centronics  printer,  a Hazeltine  video  display  terminal, 
and  twin  floppy  discs.  In  general,  all  equipment  is  purchased 
from  and  maintained  by  Cincinnati  Milacron.  Sigma  will,  however, 

*Estimate  by  Sigma  Data  Systems  Management 


OVERALL  ASSESSMENT: 


Sigma  revenues  have  doubled  since  1975  and  management  expects 
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develop  systems  based  on  other  vendor's  equipment  if  OEM 
discounts  are  available,  and  will  also  provide  applications 
programs  for  customer-provided  hardware. 

Facilities  management  contracts,  costing  $1500  to  $2000  per 
month  in  addition  to  the  hardware  and  software  costs,  account 
for  less  than  5%  of  Sigma's  turnkey  installations.  They  are 
generally  limited  to  six  months,  while  operation  is  turned 
over  to  the  customer. 

Sigma  is  currently  developing  several  new  products,  including 
a pathology  system,  insurance  billing  software,  and  a low 
priced  microprocessor  based  business  system.  Scheduled  to 
be  released  in  early  1977,  and  available  only  on  a lease 
basis,  the  new  system  is  based  on  an  Intel  microprocessor  chip. 
It  includes  a preprogrammed  and  precustomized  microcomputer 
board,  a central  processing  unit,  twin  floppy  discs,  a video 
display  terminal,  and  a character  or  line  printer.  Targeted 
at  the  medical  industry,  the  system  will  be  introduced  initially 
with  customized  applications  only.  Later  applications  will 
include  medical  billing.  Lease  prices  will  start  at  $200  per 
month. 

Twenty  percent  of  Sigma's  revenues  are  generated  by  consulting 
services  to  approximately  90  clients,  primarily  in  connection 
with  turnkey  systems. 


APPLICATIONS : Ninety  percent  of  Sigma  applications  are  general 

business,  including  payroll,  accounts  receivable  and  payable, 
inventory  control,  job  funcion  reports,  medical  billing,  and  manu- 
facturing management . The  other  ten  percent  are  scientific  applica 
tions. 


INDUSTRY  MARKETS:  Sigma's  125  clients  are  in  the  following  industries: 


Contracting  30% 
Manufacturing  20% 
Distribution  20% 
Medical/Pathology  20% 
Banking/Finance  15% 


GEOGRAPHIC  MARKETS: 
States. 


All  of  Sigma's  clients  are  located  in  the  Pacific 


COMPUTER  HARDWARE  AND  SOFTWARE:  Sigma  has  no  in-house  hardware  used 

in  providing  services  to  clients.  All  programming,  consulting,  and 
research  are  performed  at  customer  sites. 
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SIGMA  RESEARCH  ASSOCIATES 
4944  Cass  Street,  Suite  8 1 I 
San  Diego,  CA  92109 
(714) 272-4381 


Dr.  Robert  R.  Trippi,  Director 
Sole  proprietorship 
Total  emoloyees:  3 
Total  revenues,  fiscal  year  end 
12/31/76:  $100,000* 


THE  COMPANY 


Sigma  Research  Associates  was  started  in  California  in  September 
1976  by  Dr.  Robert  R.  Trippi.  Prior  to  that  time,  Trippi  had  been  a 
partner  in  Associated  Business  Consultants  (founded  in  June  1972)  and 
a faculty  member  at  San  Diego  State  University. 

Sigma  performs  consulting  and  software  development  for  its  three 
major  clients  and  has  installed  its  real  estate  software  packages  in 
more  than  40  locations. 

The  company  specializes  in  financial  and  marketing  modeling,  and 
statistical  software  development.  It  has  developed  software  for  large 
and  small  machines  but  is  beginning  to  concentrate  more  heavily  on 
small  machine  software  development. 


KEY  PRODUCTS  AND  SERVICES 

• Sigma  revenues  are  generated  from  three  areas  of  business  concen- 
tration. Consulting  generates  approximately  50%  of  annual  revenues, 
software  development  30%  and  software  products  20%. 

• Consulting  and  software  development  projects  have  included: 

development  of  a stock  options  modeling  and  analysis  package 
for  a stock  broker/mutual  fund  firm. 

statistical  survey  system  and  report  package  for  analysis  of 
college  enrollment  and  text  book  usage  and  sales. 

• Sigma  focuses  its  software  development  and  consulting  on  timesharing 
machines.  It  also  attempts  to  avoid  what  it  considers  highly 
competitive  areas  such  as  COBOL  programming  and  works  instead  with 
BASIC,  PL/ 1,  and  FORTRAN. 
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• Currently,  two  major  software  packages  have  been  developed  and 
installed  at  client  locations.  The  principal  one  is  a real  estate 
investment  analysis  package  for  land  developers,  builders,  and 
brokers.  Installed  at  approximately  40  locations,  it  runs  on  IBM 
360/40  or  larger  mainframes  with  PL/ 1 compilers. 

• The  other  software  package  is  a large  financial  projection  and 
analysis  system  currently  installed  at  two  client  locations.  Both  users 
are  nationally  known  real  estate  developers. 


APPLICATIONS:  S igma  services  offer  specialty  applications  for  financial, 
distribution,  manufacturing,  transportation,  and  real  estate  companies. 


INDUSTRY  MARKETS:  Sigma  revenues  are  primarily  generated  by  its  real 
estate  clients,  as  shown  below: 


Real  estate  industry 

50% 

Stock  brokers 

20 

Wholesale  distribution 

20 

Discrete  manufacturing 

5 

Transportation 

5 

GEOGRAPHIC  MARKETS:  All  Sigma's  consulting  and  software  develop- 
ment clients  are  located  in  the  Pacific  states.  Some  software  packages  have 
been  installed  in  Canada  as  well  as  the  Pacific  states  region. 


COMPUTER  HARDWARE  AND  SOFTWARE:  The  company  has  a DEC- 
WRITER  LA  36  inhouse  and  a Teletype  Model  43  on  order.  It  purchases 
services  from  Boeing  Computer  Services,  Copley  Computer  Services, 
R.A.I.R.,  and  others,  as  well  as  using  clients'  facilities. 
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SIGMA  SYSTEMS  INC.  Stephen  K.  Champagne,  President 

1 508  Cotner  Avenue  Unit  of  Sigma  Group 

Los  Angeles,  CA  90025  Total  Employees:  20 

(213)  477-1421  Total  Revenue,  Fiscal  Year  End 

6/30/89:  $2,000,000* * 

*INPUT  estimate 


The  Company  Sigma  Systems  Inc.,  founded  in  1968,  provides  application  software 

products  to  colleges  and  universities  for  student  financial  aid 
management.  The  company  is  an  operating  unit  of  Sigma  Group, 
a small,  private  holding  company  based  in  Guthrie  (OK). 

• Sigma  Systems'  software  is  also  distributed  by  Control  Data 
Corporation  (CDC)  and  Computer  Management  & 
Development  Services. 

• Sigma  Systems  also  has  a strategic  marketing  relationship  with 
Systems  and  Computer  Technology  Corporation. 

Sigma  Systems  has  experienced  an  average  annual  growth  of  17% 
over  the  past  four  years. 


Key  Products  and  One  hundred  percent  of  Sigma  Systems'  revenue  is  derived  from 
Services  application  software  products  and  associated  support  services. 

TTie  company  currently  has  over  100  clients. 

Sigma  Systems  software  is  available  for  DEC  VAX,  IBM,  and 

CDC  computers.  Products  include  the  following: 

• The  Student  Aid  Management  (SAM)  System  supports  student 
financial  aid  administration. 

- Certified  by  the  U.S.  Department  of  Education  for 
Congressional  Methodology  computations  at  all  four  levels, 
SAM  accepts  electronic  data  from  ACT,  CSS,  GAPSFAS, 
and  the  Federal  Pell  Processor.  It  satisfies  the  Federal  Pell 
Recipient  Data  Exchange,  FISAP,  Health  Professions 
Report,  financial  aid  transcript,  and  other  federal  and  state 
reporting  requirements. 

- The  modular  system  supports  all  of  the  functions  of  the 
financial  aid  office,  including  tracking,  need  analysis, 
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evaluation,  packaging,  notification,  disbursement,  funds 
management,  reporting  and  analysis,  and  compliance. 

• The  Loan  Application  Processor  System  (LAPS)  supports 
college  and  university  student  loan  application  processing. 

- The  software  assures  compliance  with  federal  and  state  loan 
program  regulations  and  includes  electronic  interfaces  with 
national  needs  analysis  processors,  guarantor  agencies,  and 
participating  lendors. 

- LAPS  provides  approvals  for  federal  PLUS,  ALAS,  and 
Stanfford  (formerly  Guaranteed)  Student  Loans,  along  with 
selected  state  loan  programs  and  institution-based  loans. 

• The  Student  Accounts  Receivable  System  (SARS)  combines  all 
of  an  institution's  billing  and  invoicing  operations  into  a single 
accounts  receivable  system.  SARS  provides  consolidated 
statements  of  accounts;  on-line  generation  of  receipts  and 
refund  checks;  automatic  third-party  billing;  cashiering; 
installment  payment  plan  definition  and  processing;  payment 
application;  and  reports,  statements,  and  bills  user-defined  by 
criteria  and  format  through  the  table  facility. 

• The  Employment  Management  and  Authorization  (EMA) 
System  manages  the  student  job  appointment,  payroll 
monitoring,  and  payment  process.  It  monitors  employers  and 
supervisors  for  consistency  with  University  policy,  time 
reporting,  allocation  of  payroll  funds  in  accordance  with 
eligibility,  enrollment  status,  and  terms  of  attendance  in 
conjunction  with  the  employment  award. 

• The  Admissions  (ADAM)  System  includes  integrated  modules 
for  application  tracking,  communications  processing,  exception 
reporting,  automated  application  assessment,  and  enrollment 
management  strategizing. 

• The  Student  Loan  Management  System  (SLMS)  produces 
automatic  billings  and  follow-up  notices  to  students  who  have 
borrowed  funds  under  various  loan  programs. 

Industry  Markets 

One  hundred  percent  of  Sigma  Systems'  revenue  is  derived  from 
U.S.  colleges  and  universities. 

Geographic 

Markets 

One  hundred  percent  of  Sigma  Systems'  revenue  is  derived  from 
the  U.S. 

Page  2 of  2 

Copyright  1989  by  INPUT.  Reproduction  Prohibited.  November  1989 

COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Education 


Sigma  Systems,  Inc. 

1508  Cotner  Avenue 
Los  Angeles,  CA  90025 
(213)  477-1421 

CEO:  Steve  Champagne,  President 
Private  Company 
Founded:  1968 

Employees:  26  (12/86) 

Revenue  (FYE  6/30/86):  $1.6  million 


The  Company:  Develops  and  markets  software  for  college  and  university  admini- 
stration management 

Sources  of  Revenue: 

Application  Software  (100%) 

Key  Products: 

Application  Software  Products  (Utilizes  DEC  VAX,  IBM  43XX/308X/3090,  and 
CDC  800  Series  hardware) 

• Higher  education  financial  system  modules  include  general  accounting, 
student  aid  management,  admissions  and  registration,  grading,  and  classroom 
administration 

Target  Industries: 

Higher  education  (100%) 

Geographic  Markets: 

- U.S.  (100%) 

Sales  Office:  Los  Angeles 
Sells  5%  through  third  parties 

Other: 

Control  Data  Corporation  distributes  Sigma  Systems  software 
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Cross  Industry:  Planning  and  Analysis 


SIMPLAN,  Inc. 

300  Eastowne  Drive 
Suite  100 

Chapel  Hill,  NC  27514 
(919)  493-2495 

CEO:  Robert  Verboon,  President 
Subsidiary  of:  Hanover,  Inc. 

Founded:  1974 

Employees:  15 

Revenue  (FYE  12/31/85):  $1-5  million 


The  Company:  Develops  and  markets  decision  support  and  financial  modeling 
software  for  IBM  mainframes  and  minis,  and  for  Prime  computers. 

Sources  of  Revenue: 

Application  Software  (90%) 

- Professional  Services  (10%) 

Key  Products  and  Services: 

Application  Software 

• SIMPLAN:  Planning,  budgeting,  and  modeling  (utilizes  IBM  and  Prime 

computers) 

• MicroSIMPLAN:  microcomputer  version  of  SIMPLAN 

Target  Industries: 

The  company  has  traditionally  targeted  large  companies  running  large  main- 
frames. Management  expects  the  introduction  of  SIMPLAN's  microcomputer 
product  will  expand  SIMPLAN's  potential  market  considerably. 

Geographic  Markets: 

- U.S.  (90%) 

- Non-U. S.  ( 1 0%) 

Significant  Events: 

Introduction  of  MicroSIMPLAN  in  February  1986 
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SIMPLAN  SYSTEMS,  INC. 

6320  Quadrangle  Drive 
Suite  240 

Chapel  Hill,  NC  27514 
(919)  493-2495 


David  L.  Wilkerson,  CEO 
Robert  C.  Verboon,  President 
Private  Company 
Subsidiary  of  Hanover,  Inc. 

Total  Employees:  10 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $1,500,000* * 

* INPUT  estimate 


The  Company  Simplan  Systems,  Inc.  (SSI),  founded  in  February  1974  as 

SIMPLAN,  Inc.,  develops  and  markets  decision  support  and 
financial  modeling  software  for  IBM  mainframes,  Prime 
computers,  and  IBM  PC,  PC/XT,  PC/AT,  and  compatible 
microcomputers. 


Key  Products  and  Ninety  percent  of  SSI's  1988  revenue  was  derived  from  sales  of  its 
Services  application  software  products.  The  remaining  10%  of  revenue  was 

derived  from  professional  services. 

SIMPLAN  is  a decision  support  system  using  an  integrated  three- 
dimensional  data  base  for  corporate  planning,  modeling,  financial 
planning,  budgeting,  reporting  and  control. 

• SIMPLAN  runs  on  IBM  Systems/360  Models  50-195  and 
Systems/370  Models  138-195,  IBM  3000  and  4300  series  and 
IBM  plug-compatible  processors  such  as  Amdahl  and  NAS 
running  under  IBM  OS/MFT,  OS/MVT,  OS/VS1  or  OS/VS2 
(SVS  or  MVS),  or  PRIME  Modules  850,  750,  650,  550,  450,  400, 
250,  2250  running  under  PRIME'S  operating  system. 

MicroSIMPLAN  is  the  microcomputer  version  of  SIMPLAN  that 
runs  on  IBM  PC  and  compatible  microcomputers  running  MS 
DOS  or  PC  DOS  version  2.0  or  higher. 

SIMPLAN  is  available  on  a timesharing  basis  in  the  U.S.  and 
Canada. 

The  professional  services  offered  by  SSI  include  maintenance  and 
custom  consulting  and  programming  in  support  of  its  products. 


Industry  Markets  SSI  markets  its  products  across  industry  sectors. 


July  1989 
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Geographic 

Markets 


Ninety  percent  of  SSI's  1988  revenue  was  derived  from  the  U.S. 
The  remaining  10%  was  derived  from  international  sources. 
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COMPANY  BRIEF 


Cross  Industry:  Systems  Software 


SKK,  Inc. 

10400  W.  Higgins  Road 
Rosemont,  IL  60018 
(312)  635-1040 

CEO:  Barry  Schrager,  President 
Private  Company 
Founded:  1978 

Employees:  170 

Revenue  (FYE  6/30/86):  $20  million* 


The  Company:  SKK  provides  systems  software  for  IBM  mainframes 

Sources  of  Revenue: 

Systems  Software  Products  (95%) 

Professional  Services  (5%) 

Key  Products  and  Services: 

- System  Software  Products  (Utilizes  IBM  mainframes) 

• Multipak/VM:  An  interactive  spool  file  manipulation  tool 

• ShortCut:  Converts  CP  or  CMS  commands  to  selection  menus 

• Spool  Viewer:  Interactive  reader,  print,  and  spool  file  manipulation  tool 

Geographic  Markets: 

U.S.  and  Non-U.S. 

Sales  Offices:  London,  England;  Brussels,  Belgium;  Sydney,  Australia;  Hong 

Kong.  The  Rosemont  headquarters  is  SKK's  only  U.S.  office. 


♦Company  estimate 


October  I 986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


9 


9 


9 


COMPANY  HIGHLIGHT 


A.O.  SMITH  DATA  SYSTEMS 

8901  N.  Kildeer  Court 
Brown  Deer,  Wl  53209 
(414)  357-2900 


Alan  G.  Brown,  General  Manager 
Division  of  A.O.  Smith  Corporation 
Total  Employees:  217 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $17,000,000 
Noncaptive  revenue:  $9,800,000 


THE  COMPANY 

• A.O.  Smith  Data  Systems  was  formed  in  1961  as  a division  of  A.O.  Smith 
Corporation  to  provide  processing  services  and  software  products  primarily  to 
the  manufacturing  industry  and  service  bureau  services  for  the  parent 
company. 

A.O.  Smith  Corporation,  founded  in  1916,  is  a discrete  manufacturering 
firm  with  1982  revenue  of  over  $694  million. 

Although  A.O.  Smith  Data  Systems  continues  to  provide  processing 
services  to  its  parent  company,  since  1978  its  noncaptive  business 
emphasis  has  shifted  from  manufacturing  applications  to  providing 
electronic  funds  transfer  (EFT),  transaction  processing,  and  software 
products  to  the  banking  and  finance  industries. 

. The  division  also  provides  professional  services  facilities 
management. 

. Noncaptive  EFT  processing  and  software  product  revenue  has 
doubled  each  year  for  the  past  three  years. 

• 1982  noncaptive  revenue  reached  $9.8  million,  a 14%  increase  over  1981  non- 
captive revenue  of  $8.6  million.  A five-year  summary  of  noncaptive  revenue 
follows: 


A.O.  SMITH  DATA  SYSTEMS 
FIVE-YEAR  NONCAPTIVE  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 
ITEM  ~ — — 

1982 

1981 

1980 

1979 

1978 

Revenue 

. Percent  increase 
from  previous  year 

$ 9,800 
14% 

$ 8,600 
10% 

$ 7,800 
11% 

$ 7,000 
37% 

$5,100 

N/A 
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• As  of  December  31,  1982,  A.O.  Smith  Data  Systems  had  240  employees.  The 
division  currently  has  229  employees,  segmented  as  follows: 


Marketing/sales 

14 

Software  services 

149 

Customer  support 

10 

Computer  operations 

46 

General  and  administrative 

JO 

229 

• Major  competitors  include  Applied  Communications  Inc.  and  Anacomp's 
Kranzley  and  Company  subsidiary. 

KEY  PRODUCTS  AND  SERVICES 

• Forty  percent  of  A.O.  Smith  Data  Systems'  1982  noncaptive  revenue  was 
derived  from  EFT  software  products  and  associated  consulting  services.  Forty 
percent  of  revenue  was  derived  from  remote  computing  services  and  20% 
from  professional  services  facilities  management. 

• Virtually  all  of  A.O.  Smith  Data  Systems'  1982  software  product  revenue  was 
derived  from  sales  of  TYME,  an  on-line  system  designed  to  route  consumer 
originated  electronic  funds  transfers  between  EFT  terminals  and  computer 
centers  serving  financial  institutions. 

In  1978  A.O.  Smith  contracted  to  operate  the  TYME  IS  MONEY  EFT 
network  for  TYME  Corporation,  a cooperative  of  Wisconsin  financial 
institutions.  A.O.  Smith  Data  Systems  also  gained  rights  in  1978  to 
market  TYME  software,  which  was  developed  cooperatively  by  A.O. 
Smith,  TYME  Corporation,  and  IBM  in  1976. 

TYME  supports  a wide  range  of  proprietary  or  shared  automated  teller 
machines  and  point  of  sale  terminals  and  acts  as  a switch  between 
various  financial  institutions  supporting  their  own  terminals. 

TYME  includes  a complete  batch  settlement  system,  store  and  forward 
processing,  negative  (credit  card)  file,  and  legal  package. 

TYME  is  available  in  two  versions: 

. TYME  I is  designed  for  IBM  and  compatible  mainframes  operat- 
ing under  OS  and  MVS  and  is  priced  from  $350,000. 

. TYME  II  is  designed  for  Tandem  NonStop  computers  running 
under  GUARDIAN  and  is  priced  from  $240,000. 

There  are  currently  12  installations  of  TYME  software  at  client  data 
centers. 
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» During  1982  less  than  $100,000  of  software  revenue  was  derived  from  an 
operating  systems  software  product  and  a simulator  developed  by  A.O.  Smith 
Data  Systems. 

» In  June  1983  the  division  announced  the  availability  of  its  new  engineering 
software  product  for  magnetic  field  device  manufacturers,  AOS  Magnetics,  on 
CDC's  CYBERNET  network. 

• Twenty  percent  of  A.O.  Smith  Data  Systems'  1982  noncaptive  revenue  was 
derived  from  EFT  processing  services. 

The  division  provides  access  to  its  TYME  software  via  its  own  dedi- 
cated network  and  currently  supports  four  client-shared  networks, 
including  TYME  Corporation  in  Wisconsin,  the  MONEY  Network  in  the 
Chicago  area,  the  MINIBank  in  Denver,  and  MAGIC  LINE  in  Michigan. 

The  division's  management  projects  that  EFT  processing  will  represent 
a growing  percentage  of  processing  revenue  in  subsequent  years. 

• Another  20%  of  A.O.  Smith  Data  Systems'  1982  noncaptive  revenue  was 
derived  from  processing  of  its  Manufacturing  Data  System  for  clients  in  the 
discrete  manufacturing  sector. 

Applications  available  include  job  accounting;  inventory  accounting, 
planning,  and  stores  control;  engineering  data  control;  customer  order 
serving;  master  production  scheduling;  manufacturing  activity  planning; 
purchasing,  forecasting,  and  cost  control;  and  plant  monitoring  and 
control. 

Though  the  division  continues  to  support  existing  clients  on  the  system, 
it  discontinued  actively  marketing  these  services  to  new  clients  as  of 
January  1983. 

• A.O.  Smith  Data  Systems  provides  professional  services  facilities  management 
to  a banking  industry  client  using  its  own  EFT  network  running  TYME  soft- 
ware. 

INDUSTRY  MARKETS 

• A.O.  Smith  Data  Systems'  1982  noncaptive  revenue  was  derived  approximately 
as  follows: 

Banking  and  finance  80% 

Discrete  manufacturing  20 

100% 

• A.O.  Smith  Data  Systems'  target  market  for  its  EFT  TYME  software  and 
processing  services  consists  of  the  top  300  U.S.  banks,  bank  consortiums,  and 
savings  and  loans. 
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GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  A.O.  Smith  Data  Systems'  1982  revenue  was  derived 
from  the  U.S. 

• The  division  does  not  have  any  branch  sales  offices. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• A.O.  Smith  Data  Systems  has  the  following  equipment  installed  at  its  head- 
quarters: 


I IBM  3033,  OS/MVS. 

I Amdahl  V/6,  OS/MVS. 

6 Tandem  NonStops,  GUARDIAN. 
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COMPANY  HIGHLIGHT 


SNYDER  ASSOCIATES 
500  Sagamore  Parkway  West 
West  Lafayette,  Indiana  47906 
(317)  463-7592 


Larry  Nelson,  President 
Private  corporation 
Total  employees:  6 

Total  revenues,  fiscal  year 
end  1976:  $300,000* * 


COMPANY  BACKGROUND: 

• The  company  was  founded  in  1969  by  Larry  Nelson  as  an  outgrowth 
of  his  consulting  activities  at  Purdue  University. 

• The  company's  major  area  of  expertise  is  consulting  and  software 
development  for  linear  programming  applications.  The  major  users 
of  their  services  are  clients  in  the  food  processing  industry, 
using  the  programs  for  feed  blending  and  sausage  mix  types  of 
applications. 


OVERALL  ASSESSMENT: 

• Snyder  Associates  is  primarily  a small  consulting  firm  whose  specialty 
is  providing  technical  support  to  the  food  processing  industry. 

• The  company  could  easily  expand  and  grow  but  is  limited  by  its 
outlook. 

• All  sales  are  by  word  of  mouth.  The  company  does  not  have  a sales 
force  and  is  not  planning  to  develop  one. 


KEY  PRODUCTS  AND  SERVICES: 

• The  company's  major  service/product  is  the  design  of  customized 
turnkey  systems  for  feed  manufacturing.  Periodically  the  company 
modifies  existing  systems  for  installation  on  the  customer's 
systems.  The  company  calls  this  an  Executive  Planning  System. 

• Snyder  Associates  does  consulting  in  other  operations  research 
applications . 


* Estimate  by  INPUT 
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• The  company  has  designed  and  installed  inventory  control  and  order 
entry  applications  systems  for  the  feed  blending  and  poultry 
business . 

• The  personnel  of  the  company  has  expertise  in  the  use  of  mini- 
computers, primarily  Data  General  Nova.  Specialized  minicomputer 
software  packages  have  been  developed  for  the  food  industry.  An 
example  is  the  virtual  memory  mapper  for  segmenting  Fortran  arrays, 
of  vital  importance  in  running  large  LP  arrays  on  a small  system. 

APPLICATIONS:  Almost  all  of  Snyder  Associates'  revenue  is  derived  from 

linear  programming  scientific  applications. 

INDUSTRY  MARKETS:  Practically  all  of  Snyder's  revenue  is  derived  from  the 

food  manufacturing  industry. 


GEOGRAPHIC  MARKETS:  The  company  sells  its  services  nationwide,  with  a 

concentration  in  the  eastern  part  of  the  country. 


COMPUTER  HARDWARE  AND  SOFTWARE : The  company  does  not  offer  any  remote  or 

batch  services. 
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SOFTECH,  INC.  Justus  F.  Lowe,  Jr.,  Chairman,  President, 

460  Totten  Pond  Road  and  CEO 

Waltham,  MA  02154-1960  Public  Corporation,  NASDAQ 


(617)  890-6900 

Total  Employees:  656  (Full-  and  Part-Time) 
Total  Revenue,  Fiscal  Year  End 
5/31/90:  $44,287,301 

The  Company 

SofTech,  Inc.,  incorporated  in  Massachusetts  in  1969,  provides 
custom  software  development,  systems  engineering,  and  systems 
integration  services  to  government  agencies  and  Fortune  500 
companies.  The  major  portion  of  SofTech's  business  is  with  the 
Department  of  Defense  (DoD),  providing  systems  software  for 
embedded  computers. 

In  April  1990,  SofTech  acquired  Information  Decisions,  Inc.  (IDI) 
of  Grand  Rapids  (MI)  for  approximately  $2.9  million  in  cash  and 
stock  plus  contingent  payments  based  on  future  performance.  The 
acquisition  was  accounted  for  as  a purchase. 

• IDI,  with  over  80  employees  and  calendar  1989  revenue  of  $1 1 
million,  is  a commercial  systems  integrator  and  value-added 
reseller  of  local-area  network  products  and  services. 

• The  acquisition  gives  SofTech  the  vehicle  for  expanding  beyond 
the  government  marketplace  into  complementary  commercial 
markets. 

SofTech's  fiscal  1990  revenue  was  $44.3  million,  a 10%  decrease 
from  fiscal  1989  revenue  of  $49.2  million.  Net  losses  were 
$606,000,  compared  to  net  income  of  $1.7  million  for  fiscal  1989. 

A five-year  financial  summary  follows: 

January  1991 
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SOFTECH,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/90 

5/89 

5/88 

5/87 

5/86 

Revenue 

• Percent  increase 

$44,287 

$49,200 

$48,665 

$43,521 

$45,148 

(decrease)  from 
previous  year 

(10%) 

1% 

12% 

(4%) 

24% 

Income  (loss)  before  taxes 
• Percent  increase 

$(1,342) 

$2,466 

$1,401 

$(1,300) 

$3,678 

(decrease)  from 
previous  year 

(154%) 

76% 

* 

(135%) 

★ 

Net  income  (loss) 

• Percent  increase 

$(606) 

$1,692 

$1,238 

$(407) 

$2,156 

(decrease)  from 
previous  year 

(136%) 

37% 

★ 

(119%) 

★ 

Earnings  (loss)  per  share 
• Percent  increase 

$(0.16) 

$0.46 

$0.34 

$(0.11) 

$0.60 

(decrease)  from 
previous  year 

(135%) 

35% 

★ 

(118%) 

* 

* Percent  change  not  meaningful. 


SofTech  management  attributes  the  revenue  declines  to  a 15% 
decrease  in  revenues  from  the  U.S.  government  as  the  result  of 
contractions  in  spending  by  the  DoD  and  other  government 
agencies. 

• Time  and  material  and  cost  reimbursement-type  contracts 
accounted  for  74%,  89%,  and  91%  of  SofTech's  total  revenue 
for  fiscal  1990,  1989,  and  1988,  respectively. 

• Fixed  price  contracts  increased  to  16%  of  total  revenue  in  fiscal 
1990,  from  8%  in  each  of  fiscal  1989  and  1988.  The  increase  is 
primarily  due  to  the  inclusion  of  COMPASS,  whose  business  is 
primarily  fixed  price. 

Changes  in  profitability  were  attributed  to  the  following: 

• DoD  contract  margins  were  lower  overall. 

• Research  and  development  expenses  grew  to  $1.3  million  in 
fiscal  1990,  from  $0.3  million  in  fiscal  1989,  and  $0.4  million  in 
fiscal  1988.  The  increase  is  the  result  of  SofTech's  continued 
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investment  in  compiler  software  for  advanced  architecture 
supercomputers  at  its  COMPASS  subsidiary. 

Revenue  for  the  three  months  ending  August  31,  1990  was  $12.9 
million,  a 22%  increase  over  $10.6  million  for  the  same  period  a 
year  ago.  Net  losses  were  $471,731,  compared  to  net  income  of 
$362,562  for  the  same  quarter  in  1989. 

• Revenue  growth  was  attributed  to  the  inclusion  of  revenue  from 
Information  Decisions,  Inc.  since  its  acquisition  in  April  1990. 

• Losses  were  attributed  to  continued  compiler  development 
spending  at  COMPASS. 

SofTech's  business  is  currently  divided  into  three  units  as  follows: 

• The  Federal  Government  Group  provides  systems  engineering 
and  integration,  software  development,  system  verification  and 
validation,  system  software  tools,  command  and  control 
applications,  automated  test  equipment,  reusable  Ada  software, 
and  software  methodologies  to  various  agencies  of  the  U.S. 
government.  The  group  has  offices  in  Alexandria  (VA);  China 
Lake,  Livermore,  Oakland,  and  San  Diego  (CA);  Ogden  (UT); 
Colorado  Springs  (CO);  Houston  and  San  Antonio  (TX); 
Fairborn  (OH);  and  Waltham  (MA). 

• Information  Decisions,  Inc.  (IDI),  headquartered  in  Grand 
Rapids  (MI)  with  85  employees,  is  a wholly  owned  subsidiary 
providing  commercial  systems  integration  and  value-added 
LAN  products  and  services.  IDI  has  additional  offices  in 
Detroit,  Kalamazoo,  and  Lansing  (MI),  and  Indianapolis  (IN). 

• COMPASS,  Inc.,  headquartered  in  Wakefield  (MA)  with  60 
employees,  is  a wholly  owned  subsidiary  providing  compiler 
software  and  professional  services  in  the  supercomputer  and 
advanced  architecture  computer  marketplace. 

As  of  May  31,  1990,  SofTech  had  609  full-time  and  47  part-time 
employees,  segmented  as  follows: 

Marketing/sales/customer  support  49 

Engineering  471 

General  and  administrative  136 

656 

Major  competitors  include  Computer  Sciences  Corporation, 
Intermetrics,  and  TRW. 
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Key  Products  and  INPUT  estimates  approximately  67%  of  SofTech's  fiscal  1990 
Services  revenue  was  derived  from  professional  services  and  33%  from 

systems  engineering  and  integration  activities. 

A three-year  summary  of  source  of  revenue  by  business  area 
follows: 


SOFTECH,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

5/90 

5/89 

5/88 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Systems  engineering  and 
integration 

$14.8 

33% 

$23.1 

47% 

$18.8 

39% 

Software  development 
systems  and  tools 

11.6 

26% 

13.1 

27% 

18.7 

38% 

Automatic  test  equipment 
software 

7.2 

16% 

8.0 

16% 

8.7 

18% 

Supercomputer  software 

5.2 

12% 

2.3 

4% 

-- 

- 

Logistics  systems 

3.4 

8% 

1.3 

3% 

1.3 

3% 

Independent  verification 
and  validation 

2.1 

5% 

1.4 

3% 

1.2 

2% 

TOTAL 

$44.3 

100% 

$49.2 

100% 

$48.7 

100% 

SofTech's  professional  services  include  the  design,  development, 
implementation,  and  validation  of  computer  software  systems  for 
customers  in  defense,  civilian,  commercial,  and  international 
markets. 

Software  Development  Systems  and  Tools: 

SofTech  has  extensive  experience  with  languages  and  compilers, 
software  tools,  and  programming  environments. 

• Since  1975,  SofTech  has  been  working  with  all  facets  of  Ada, 
the  standard  DoD  programming  language.  The  company 
participated  in  the  early  studies  that  identified  the  language 
requirements. 
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- In  1979,  SofTech  was  awarded  a contract  to  develop  the  Ada 
Compiler  Validation  Capability,  a set  of  tests  used  by  the 
Ada  Joint  Program  Office  to  validate  Ada  compilers. 
SofTech  continues  to  operate  the  Air  Force's  Language 
Control  Facility,  where  it  validates  Ada  and  JOVIAL 
compilers. 

- SofTech  developed  the  Ada  Language  System  (ALS),  a 
complete  programming  support  environment  containing  the 
first  production  Ada  compiler  and  a set  of  software  tools  for 
the  Army.  In  related  work,  the  ALS  was  retargeted  and 
enhanced  for  the  Navy  (ALS/N)  and  for  Nippon  Telegraph 
and  Telephone  Corporation  of  Japan. 

- SofTech  also  developed  a benchmarking  capability  for 
NASA  for  candidate  Space  Station  computers  running  Ada 
and  is  providing  Ada  technology  to  the  Air  Force  Space 
Command  for  command  and  control  applications. 

- Standard  interfaces  between  Ada  Programming  Support 
Environments  (APSEs)  are  required  in  order  for  DoD  users 
to  share  common  language  and  tools.  SofTech  is  developing 
both  the  Common  APSE  Interface  Set  (CAIS)  and  a CAIS 
Implementation  Validation  Capability.  SofTech  was  also 
recently  awarded  a contract  to  build  a CAIS  implementation 
as  part  of  a joint  NATO  effort. 

- For  the  Army,  SofTech  is  developing  RAPID  (Reusable  Ada 
Packages  for  Information  System  Development),  a library 
system  that  allows  programmers  to  find,  evaluate,  and 
retrieve  reusable  Ada  components.  SofTech  is  developing 
the  support  software  for  the  library  and  is  providing  an  initial 
set  of  reusable  components. 

• SofTech  has  teamed  with  Boeing  Aerospace  in  a five-year 
contract  for  the  Software  Technology  for  Adaptable,  Reliable 
Systems  (STARS)  program.  SofTech  is  joining  with  other 
contractors  to  seek  ways  to  automate  software  development, 
design  reusable  programs,  improve  software  quality,  and  make 
new  technologies  available  to  industry  through  a public  domain 
repository. 

Logistics  Systems: 

In  the  area  of  logistics  systems,  SofTech  has  performed  numerous 
contracts  for  the  Air  Force  Logistics  Command  (AFLC)  and  the 
Defense  Logistics  Agency. 
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• SofTech  has  been  working  as  a subcontractor  to  Litton 
Industries  on  a twelve-year  AFLC  contract  to  develop  the 
Reliability  and  Maintainability  Information  System  (REMIS). 
REMIS  will  provide  information  on  the  maintenance  and 
reliability  of  Air  Force  weapons  systems  and  will  be  used  to 
report  mission  readiness,  track  the  maintenance  history  of 
components,  and  plan  spare  parts. 

• During  fiscal  1989,  SofTech  received  a five-year,  $18  million 
support  services  contract  from  the  AFLC  to  provide  systems 
engineering,  logistics  systems  analysis,  communications  systems 
design,  and  related  services.  SofTech  will  support  the  AFLC  at 
five  Air  Logistics  Centers  and  three  administrative  centers. 

• During  fiscal  1989,  SofTech  was  awarded  a contract  from  the 
Logistics  Management  Institute  to  work  on  the  Modernization 
of  the  Defense  Logistics  Standards  System  (MODELS). 

Supercomputer  Software: 

COMPASS,  acquired  by  SofTech  in  December  1988,  provides 

compiler  software  and  software  engineering  services  for  advanced 

architecture  supercomputers.  COMPASS  contributed  $5.2  million 

to  SofTech's  fiscal  1990  revenue. 

• COMPASS  uses  a complete  programming  support  environment 
to  develop  compilers,  within  which  it  has  available  a family  of 
software  tools  and  reusable  components. 

• COMPASS'  customers  are  computer  manufacturers  who  are 
developing  supercomputers,  super-minicomputers,  parallel 
processors,  and  other  machines  with  parallel,  vector,  and 
multiprocessor  architectures.  Clients  have  included  Alliant, 
Concurrent,  Kubota  Pacific,  Loral,  MasPar,  nCube,  Numerix, 
Satnoff,  Stardent,  Suprenum  GmbH,  and  Thinking  Machines. 

• During  the  1970s,  COMPASS  produced  an  optimizing 
FORTRAN  compiler  for  the  ILLIAC  IV  parallel  processor  and 
has  subsequently  developed  the  Vectorizer  system,  versions  of 
which  were  produced  for  the  CDC  7600,  Cray  1,  and  CDC 
Cyber  203. 

• Recently,  COMPASS  introduced  a new  data  optimization 
feature  that  speeds  up  program  execution  by  as  much  as  a 
factor  of  ten.  This  feature  will  be  included  in  the  FORTRAN 
compiler  COMPASS  is  building  for  MasPar  Computer 
Corporation. 
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• COMPASS  also  provides  tools  for  large  software  conversion 
jobs.  Clients  have  included  Teradyne  and  Computervision. 

Automatic  Test  Equipment  Software: 

SofTech  designs  custom  software  systems  and  applications  for 
automatic  test  equipment  (ATE). 

• During  fiscal  1987,  SofTech  won  a $24.8  million,  five-year 
contract  to  assist  the  U.S.  Air  Force  Aeronautical  Systems 
Division  in  tracking  and  controlling  the  development  and 
modification  of  Modular  Automatic  Test  Equipment  (MATE). 

- The  MATE  program  is  a systematic  program  to  define, 
acquire,  and  support  ATE  capabilities  throughout  the  Air 
Force. 

- As  prime  contractor,  SofTech  has  developed  the  MATE 
Master  Plan  and  is  now  developing  software  products, 
guides,  and  standards. 

- During  the  first  quarter  of  fiscal  1991,  SofTech  received  a 
second  add-on  to  this  contract  worth  $2.2  million.  The 
added  work  includes  increased  levels  of  application  program 
support,  software  change  management,  and 
technical/management  analyses. 

• During  fiscal  1990,  SofTech  won  a similar  contract  to  develop 
the  Master  Plan  for  the  Marine  Corps  Automatic  Test 
Equipment  Systems  (MCATES). 

• As  a subcontractor  to  General  Dynamics,  SofTech  was  awarded 
a four-year  contract  during  fiscal  1989  from  the  Air  Force 
Human  Resources  Laboratory  to  develop  the  Integrated 
Maintenance  Information  System  (IMIS).  The  IMIS  program 
will  create  a prototype  system  to  process,  integrate,  and  display 
maintenance  information  to  flightline  maintenance  technicians. 

Independent  Verification  and  Validation: 

SofTech  has  also  provided  independent  verification  and  validation 
of  software  developed  by  others  for  various  avionic  and  large 
weapon  system  efforts.  SofTech  is  currently  under  contract  to 
EER,  Inc.  to  provide  these  services  to  the  Army  Information 
Systems  & Engineering  Command. 
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Systems  Engineering  and  Integration: 

Through  Information  Decisions,  Inc.  (IDI),  SofTech  provides 
systems  integration  services  and  is  a value-added  reseller  of  local- 
area  network  products  and  services  in  the  areas  of  CAD/CAM 
and  office  automation. 

• IDI  implements  and  supports  information  systems  ranging  in 
size  from  small  workgroup  LANs  running  work  processing,  to 
enterprise-wide  solutions  encompassing  hundreds  of  nodes. 

• IDI  resells  products  from  Sun  Microsystems,  Compaq,  Novell, 
Banyan,  Oracle,  Proteon,  SynOptics,  and  others. 

• IDI  customers  have  included  Whirlpool,  Amway,  Upjohn, 
Gerber,  Kellogg,  General  Motors,  Electronic  Data  Systems, 
National  Bank  of  Detroit,  Michigan  State  University,  University 
of  Michigan  Hospital,  Notre  Dame,  Purdue  University,  the 
State  of  Michigan  Department  of  Agriculture,  and  the  State  of 
Michigan  Senate. 

• Support  services  for  new  and  existing  customers  generate  40% 
of  IDI’s  revenue. 

SofTech  also  provides  a range  of  engineering  support  services  in 
the  area  of  avionics  systems  integration  (for  flight  control, 
navigation,  communication,  and  surveillance)  and  airborne 
electronic  warfare  (EW). 

• Since  1981,  SofTech  has  been  providing  support  to  the  Naval 
Avionics  Center  in  Indianapolis,  primarily  to  upgrade  the 
avionics  systems  of  the  Navy's  EP-3  and  ES-3  reconnaissance 
aircraft,  including  development  and  integration  of  new  systems 
and  components.  During  fiscal  1990,  SofTech  won  a $10 
million,  two-year  contract  to  continue  work  on  the  ES-3A. 

• During  fiscal  1990,  SofTech  continued  its  work  for  the  Naval 
Weapons  Center  at  China  Lake  (CA).  SofTech  is  providing 
engineering  services  for  the  Integrated  Electronic  Warfare 
System  (INEWS)  and  the  Integrated  Communications, 
Navigation,  and  Identification  Avionics  (ICNIA)  programs. 

• Under  a contract  with  the  Air  Force  Electronic  Combat  Office, 
SofTech  is  developing  a Weapons  Systems  Interaction  Model 
(WSIM)  which  allows  electronic  warfare  designers  to  test 
various  alternatives  without  the  need  for  expensive  facilities. 
WSIM  can  simulate  both  friendly  and  hostile  forces  in  realistic 
combat  scenarios. 
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• Since  1976,  SofTech  has  been  providing  software  development 
and  support  services  to  the  San  Francisco  office  of  the 
Department  of  Energy  (DOE).  A major  system  developed  for 
the  DOE  by  SofTech  is  used  to  report  financial  activities  for 
multimillion  dollar  projects  such  as  those  performed  at 
Lawrence  Livermore  National  Laboratory  and  the  Stanford 
Linear  Accelerator  Center.  This  system  has  since  been 
extended  nationwide  to  all  DOE  operations  offices. 


Industry  Markets  Approximately  82%  of  SofTech's  fiscal  1990  revenue  was  derived 

from  services  provided  to  the  federal  government,  either  by  prime 
contract  or  subcontract.  The  remaining  18%  of  revenue  was 
derived  from  commercial  clients. 

A three-year  summary  of  source  of  revenue  follows: 

SOFTECH,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

ITEM 

5/90 

5/89 

5/88 

Federal  government 

82% 

87% 

86% 

Commercial 

18% 

13% 

14% 

TOTAL 

100% 

100% 

100% 

The  majority  of  government  revenue  is  derived  from  DoD 
agencies. 


Geographic  Over  98%  of  SofTech's  fiscal  1990  revenue  was  derived  from  the 

Markets  U.S.  and  2%  was  derived  from  Japan. 

• Custom  software  services  revenue  from  Nippon  Telegraph  and 
Telegraph  amounted  to  about  $836,000,  $2.9  million,  and  $5.3 
million  for  fiscal  1990,  1989,  and  1988,  respectively. 
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COMPANY  PROFILE 


SOFTLAB  INC. 

188  The  Embarcadero 
Bayside  Plaza,  7th  Floor 
San  Francisco,  CA  94105 
(415)  957-9175 


Bob  Coolidge,  President 

Wholly  Owned  Subsidiary  of  Softlab  GmbH 

Total  Employees:  29 

Total  Revenue,  Fiscal  Year  End 

9/30/88:  $2,200,000 


The  Company  Softlab  Inc.  markets  and  supports  the  MAESTROr  computer- 

aided  software  engineering  (CASE)  environment. 

• Softlab  Inc.  was  established  in  1986  as  a wholly  owned  U.S. 
subsidiary  of  Softlab  GmbH,  a German  software  and  consulting 
firm  that  is  active  in  the  European  and  U.S.  markets.  Softlab 
GmbH  employs  approximately  520  people  and  generated  $72 
million  in  revenue  worldwide  during  fiscal  1988.  During  1987, 
car  manufacturer  BMW  took  a 28%  share  in  Softlab  GmbH  for 
$42  million. 

MAESTRO  was  developed  by  Softlab  GmbH  in  cooperation  with 
Philips.  The  company  claims  that  MAESTRO  is  the  "most 
successful  dedicated  software  development  system  in  the  world". 

It  currently  has  over  23,000  users  in  Europe  and  the  U.S.  at  480 
sites. 

Softlab  Inc.  generated  an  estimated  $2.2  million  in  U.S.  revenue 
during  fiscal  1988.  It  is  anticipated  that  fiscal  1989  revenue  will 
reach  $4.5  million.  There  are  currently  17  MAESTRO 
installations  in  the  U.S. 

The  company's  strategy  is  to  provide  a full  systems  development 
life  cycle  support  system  and  the  professional  servces  required  for 
successful  implementation. 

Competitors  include  Texas  Instruments  and  KnowledgeWare. 
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Key  Products  and  MAESTRO  is  an  integrated  CASE  environment  that  organizes 
Services  and  manages  the  software  development  life  cycle  through  real- 

time project  management,  time  accounting,  and  an  organization's 
unique  standards.  The  central  information  library  (PLUS)  links 
all  members  of  the  MIS  team  to  one  consistent  repository  of 
information.  MAESTRO  integrates  customizable  tools  for 
analysis,  design,  coding,  testing,  documentation,  and  maintenance. 
It  can  be  applied  to  virtually  any  life  cycle,  methodology,  or 
programming  language. 

MAESTRO  features  include  the  following: 

• Project  management  and  time  accounting  system. 

• Integrated  data  base  and  library  management  system. 

• Interactive  design  systems. 

• Syntax  and  consistency  checking. 

• Implementation  and  promotion  of  standards. 

• Data  dictionary. 

• Programming  language  independence. 

• Editing  functions. 

• Audit  trails. 

• Version  control. 

• JCL  and  code  generators. 

• User  customizing  through  the  procedure  and  rule-based 
languages. 

• General  office  automation  features,  including  information 
retrieval,  word  processing,  electronic  mail,  automatic 
calculating,  help  functions,  and  on-line  documentation. 

The  MAESTRO  is  a three-tier  system  with  dedicated  resources  for 
software  professionals  that  are  distributed  at  the  appropriate  level. 

• The  first  tier  consists  of  the  host,  or  target  system  where  the 
software  is  ultimately  designed  to  run.  Compilation  and  testing 
are  done  on  the  target  machine.  Therefore,  MAESTRO  works 
with  any  language  and  with  the  latest  available  compiler. 
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• The  second  tier  consists  of  departmental  minicomputers  that 
are  the  central  coordinating  and  managing  links  of  MAESTRO. 
Minicomputer  systems  can  be  linked  together  with 
MAESTRO/NET  to  provide  a single-system  image  over 
hundreds  of  terminals. 

• The  third  tier  is  the  software  professional's  workstation  - a 
terminal  or  microcomputer  with  the  specialized  functions  that 
belong  at  the  workstation. 

MAESTRO  runs  on  Motorola  and  DEC  minicomputers. 

MAESTRO  is  priced  at  $250,800  for  a single  multi-user  system. 

Industry  Markets 

The  target  market  for  MAESTRO  includes  systems  development 
departments  with  100  or  more  analysts  and  programmers. 

Clients  include  the  U.S.  Air  Force,  Boeing,  and  United  Airlines. 

Geographic 

Markets 

One  hundred  percent  of  Softlab  Inc.'s  revenue  is  derived  from  the 
U.S. 

In  addition  to  its  headquarters  in  San  Francisco,  the  company  has 
offfices  in  Chicago  and  Washington,  D.C.  Future  plans  include 
opening  offices  in  Boston,  Dallas,  and  Los  Angeles. 
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COMPANY  HIGHLIGHT 


SOFCO,  INC. 

4 Lakeside  Office  Park 
Wakefield,  MA  01880 
(617)  246-2415 


l/ 

Sy  Morse,  President 
Private  corporation 
Total  employees:  5 

Total  revenues,  fiscal  year 
end,  12/31/76:  $300,000 


THE  COMPANY 

o SOFCO  was  founded  in  1974  to  market  proprietary  applications  software 
packages  for  DEC  System  10/20  mainframes  used  for  interactive  remote 
computing  operations. 

o SOFCO  concentrates  on  marketing  software  already  available  through 
commercial  interactive  remote  computing  networks  and  in-house 
installations . 


KEY  PRODUCTS  AND  SERVICES 


o The  company  currently  has  40  clients.  This  is  a 35%  increase  over 

1976. 

o The  proprietary  software  marketed  by  SOFCO  all  runs  on  DECsystem  10 

and  20  computers.  The  products  are: 

- CUFFS  (Combs-Unangst  Financial  Forecasting  System) . It  is  a 
financial  management  and  forecasting  system  for  medium  to  large 
corporations.  CUFFS  has  three  installations,  and  a $25,000 
license  fee.  CompuServe  and  Computility  offer  CUFFS  over  their 
networks . 

- MAXBASIC . Developed  for  Tymshare,  Inc.  by  National  Information 
Systems  (NIS) , MAXBASIC  is  an  interactive  compiler.  It  has  six 
installations  and  a $22,000  license  fee.  It  is  also  offered  over 
Tymnet . 

- DPL  (Data  Processing  Language).  Also  developed  by  NIS,  DPL  is  a 
data  base  management  tool  with  26  installations  and  a license  fee 
of  $46,000.  It  is  available  as  IPL  (Information  Processing 
Language)  through  ADP  Network  Services.  It  has  displaced  DBMS-10, 
NOMAD,  System  1022,  and  RAMIS  in  some  installations. 

- MICROS  (Microprocessor  Cross  Assemblers) . This  is  a series  of 
microprocessor  cross  assemblers  and  simulators  developed  by  Boston 
Systems  Office,  Waltham,  Massachusetts.  MICROS  run  on  the  INTEL 
4000  and  8000  series;  Texas  Instruments  1100,  8080,  and  9900;  NEC 
8080;  Fairchild  F8;  Motorola  6800;  Mostek  F-8  and  6500  series;  and 
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National  Semiconductor  Pace  microprocessors.  All  are  written  in 
MACRO  rather  than  FORTRAN  and  will  run  on  DEC  PDP  11  and  Data 
General  minicomputers  in  addition  to  DECsystem  10s  and  20s. 
License  fees  range  from  $1000  to  $2000  per  cross  assembler. 

MICROS  are  installed  at  nearly  50  locations  in  addition  to  being 
offered  by  First  Data  Corporation  (ADP)  and  Computility. 

- ALSTAT/ALPLOT  (ALCOA  Statistical  and  Plotting  Program) . Written 
by  ALCOA  (Pittsburgh) , ALSTAT/ALPLOT  is  two  programs  for  inter- 
active statistical  analysis  and  plotting.  Management  claims  the 
statistical  program  is  specifically  designed  for  the  maximum 
information  and  minimum  paper  output  most  conducive  to  interactive 
remote  computing.  The  plotting  program  uses  Tektronix  and 
Calcomp  hardware  in  providing  interactive  graphics.  Each  package 
costs  $2000  and  runs  on  IBM  360/370  computers  as  well  as  DEC 
system  10s  and  20s.  The  programs  are  written  in  FORTRAN  and 
have  less  than  five  installations.  They  are  not  presently  avail- 
able from  any  service  bureaus. 

o SOFCO  will  customize  all  the  software  it  markets  to  meet  individual 
customer  requirements. 


INDUSTRY  MARKETS  Approximately  50%  of  SOFCO  clients  are  from  the  banking 
and  finance  industry,  40%  from  services  industry,  and  10%  from  education. 


GEOGRAPHIC  MARKETS  All  the  company's  clients  are  located  along  the  North- 
eastern corridor. 

COMPUTER  HARDWARE  AND  SOFTWARE  SOFCO  does  not  utilize  any  computer  hard- 
ware in  providing  its  services. 
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SOFTECH,  INC. 


460  Totten  Pond  Road 
Waltham,  MA  02154-1960 


Phone:  (617)890-6900 
Fax:  (617)890-6055 


Chairman: 
President 
& CEO:  h 

Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Norman  L.  Rasmussen 
Public  Corporation 


Douglas  T.  Ross 


$45,270,000 

5/31/93 


NASDAQ 
339  (5/93) 


Key  Points 


• In  October  1993,  SofTech  announced  plans  to  sell  all  of  its 
government  services  business  (representing  over  $29  million  of 
SofTech's  fiscal  1993  revenue)  to  CACI  International  in  order  to 
concentrate  attention  and  resources  on  the  commercial  systems 
integration  market. 

• ■ SofTech's  commercial  revenue  has  steadily  increased  over  the  past 

three  years,  reaching  over  $16  million  in  fiscal  1993. 

• In  April  1993,  SofTech  founded  its  Open  Systems  Division  to  assist 
commercial  customers  with  downsizing  from  midsize  and  mainframe 
computers  to  open  systems  platforms. 

• As  a result  of  reorganization  efforts  and  layoffs  made  early  in  the 
year,  both  SofTech's  commercial  business  and  government  business 
operated  profitably  during  fiscal  1993. 
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Company 

Description 

SofTech,  Inc.,  incorporated  in  Massachusetts  in  1969,  provides  custom 
software  development,  systems  engineering,  and  systems  integration 
services  to  government  agencies  and  Fortune  500  companies.  A large 
portion  of  SofTech's  government  business  was  with  the  Department  of 
Defense  (DoD). 

In  October  1993,  SofTech  announced  it  had  signed  a letter  of  intent  to 
sell  its  government  services  business  to  CACI  International  of 
Arlington  (VA)  in  order  to  focus  on  its  commercial  systems  integration 
business. 

• The  sale  price  is  approximately  $3.3  million  plus  the  net  book  value 
of  certain  assets  and  reflects  the  value  of  personnel,  contracts,  and 
assets  associated  with  SofTech's  ongoing  business  with  the  U.S. 
government.  SofTech  will  incur  substantial  restructuring  costs  in 
connection  with  the  transaction,  though  it  is  expected  the  company 
will  report  a gain. 

• While  government  business  was  profitable,  continued  reductions  in 
DoD  spending  and  intense  price-sensitive  competition  led  SofTech 
management  to  change  its  market  focus  to  commercial  systems 
integration. 

• It  is  anticipated  approximately  240  of  SofTech's  existing  workforce  of 
327  employees  will  be  transferred  to  CACI  and  approximately  15 
headquarters  jobs  will  be  eliminated  due  to  the  restructuring. 

In  late  1991,  SofTech  discontinued  the  operations  of  COMPASS,  Inc.,  a 
wholly  owned  subsidiary  providing  compiler  software  and  software 
engineering  services  for  supercomputers  and  other  advanced 
architecture  computers.  Revenue  from  these  operations  was 
approximately  $977,000,  $4.6  million,  and  $3.5  million  for  fiscal  1993, 
1992,  and  1991,  respectively. 

Strategy 

The  commercial  sector  presents  the  greatest  opportunity  for  new 
business  growth  at  SofTech.  Through  IDI  and  the  Open  Systems 
Division,  SofTech  hopes  to  gain  a greater  penetration  of  the 
commercial  market  through  its  systems  integration  and  downsizing 
services. 

Financials 

SofTech's  fiscal  1993  revenue  was  $45.3  million,  a 13%  decrease  from 
fiscal  1992  revenue  of  $51.7  million.  Net  income  was  $1.7  million, 
compared  to  net  income  of  $0.5  million  for  fiscal  1992. 
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In  the  five-year  summary  that  follows,  financials  have  been  restated  to 
reflect  COMPASS,  Inc.  as  discontinued  operations. 


SOFTECH,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/93 

5/92 

5/91 

5/90 

5/89 

Revenue 

$45.3 

$51.7 

$50.8 

$39.1 

$46.6 

• Percent  change 
from  previous  year 

(13%) 

2% 

30% 

(16%) 

N/A 

Income  (loss)  from 
continuing  operations 
before  taxes 

$1.3 

$0.7 

$(3.5) 

N/A 

N/A 

• Percent  change 
from  previous  year 

86% 

120% 

N/A 

N/A 

N/A 

Net  income  (loss)  from 
discontinued  operations  (a) 

$0.8 

$(0.2) 

(2.6) 

N/A 

N/A 

Net  income  (loss) 

$1.7 

$0.5 

$(6.0) 

$(0.6) 

$1.7 

• Percent  change 
from  previous  year 

240% 

108% 

(900%) 

(135%) 

37% 

Earnings  (loss)  per  share 

$0.45 

$0.12 

$(1.58) 

$(0.16) 

$0.46 

• Percent  change 
from  previous  year 

275% 

108% 

(888%) 

(135%) 

35% 

(a)  Includes  the  results  of  COMPASS,  Inc. 


SofTech  management  attributes  fiscal  1993  results  to  the  following: 

• Revenue  from  government  business  was  down  about  $7.0  million  or 
19%  due  to  the  completion  of  an  Air  Force  contract  in  the  automatic 
test  equipment  area  at  the  end  of  fiscal  1992  which  generated 
revenue  of  $5.6  million  during  that  year. 

• SofTech's  commercial  systems  integrator,  Information  Decisions, 

Inc.  (IDI),  had  a revenue  increase  of  4%  to  $13.0  million.  The 
growth  was  in  part  due  to  a concentration  on  larger  average-size 
sales  transactions. 

Revenue  for  the  three  months  ending  August  31,  1993  was  $10.4 
million,  virtually  the  same  as  the  three  month  period  a year  ago. 

Income  from  continuing  operations  was  $314,000,  compared  to 
$153,000  for  the  same  period  a year  ago.  Improvements  were  achieved 
in  both  government  and  commercial  businesses.  Revenues  from  IDI 
were  up  50%  from  the  prior  year. 
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Approximately  64%  of  SofTech's  fiscal  1993  revenue  was  derived  from 
services  provided  to  the  federal  government,  either  by  prime  contract 
or  subcontract  and  36%  from  commercial  clients.  The  majority  of 
government  revenue  was  derived  from  DoD  agencies.  A three-year 
summary  of  source  of  revenue  follows: 


SOFTECH,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

ITEM 

5/93 

5/92 

5/91 

Federal  government 

64% 

70% 

71% 

Commercial 

36% 

30% 

29% 

TOTAL 

100% 

100% 

100% 

Market 

Financials 


INPUT  estimates  approximately  59%  of  SofTech's  fiscal  1993  revenue 
was  from  systems  engineering  and  integration  activities,  38%  from 
professional  services,  and  the  remaining  3%  from  software  licenses, 
royalties,  and  maintenance  fees.  A three-year  summary  of  source  of 
revenue  by  business  area  follows: 


SOFTECH,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

5/93 

5/92 

5/91 

SERVICE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems  engineering  and 
integration 

$26.9 

59% 

$27.6 

53% 

$26.2 

51% 

Software  development 
systems  and  tools 

10.4 

23% 

10.1 

20% 

7.7 

15% 

Logistics  systems 

5.4 

12% 

6.1 

12% 

5.5 

11% 

Independent  verification 
and  validation 

2.0 

4% 

2.0 

4% 

3.1 

6% 

Automatic  test  equipment 
software 

0.6 

1% 

5.9 

11% 

8.3 

16% 

TOTAL  * 

$45.3 

100% 

$51.7 

100% 

$50.8 

100% 

Differences  due  to  rounding 
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Time  and  material,  and  cost  reimbursement-type  contracts  accounted 
for  77%,  81%,  and  83%  of  SofTech's  contract  revenue  for  fiscal  1993, 
1992,  and  1991,  respectively. 


Virtually  100%  of  SofTech's  fiscal  1993  revenue  was  derived  from  the 
U.S.  During  the  year,  revenue  from  foreign  customers  was  $70,000. 

SofTech  currently  has  offices  in  16  sites  across  the  country.  After  the 
sale  of  its  government  operations,  the  company  will  have  7 locations, 
including  its  headquarters  in  Waltham  (MA). 


Through  fiscal  1993,  SofTech  operated  through  three  units  as  follows: 

• Information  Decisions,  Inc.  (IDI),  headquartered  in  Grand  Rapids 
(MI)  with  63  employees,  was  acquired  by  SofTech  in  April  1990.  IDI 
operates  as  a wholly  owned  subsidiary  providing  commercial  systems 
integration  and  value-added  LAN  products  and  services.  IDI  has 
additional  offices  in  Ann  Arbor,  Kalamazoo,  and  Lansing  (MI); 
Austin  and  Houston  (TX);  and  Indianapolis  (IN). 

• The  Open  Systems  Division  (OSD),  based  in  Waltham  (MA),  was 
formed  in  1993  to  assist  the  users  of  medium-size  and  mainframe 
computers  to  downsize  to  open  systems  platforms. 

■ The  Government  Group,  whose  operations  are  being  sold  to  CACI, 
provided  systems  engineering  and  integration,  software 
development,  system  verification  and  validation,  system  software 
tools,  command  and  control  applications,  automated  test  equipment, 
reusable  Ada  software,  and  software  methodologies  to  various 
agencies  of  the  U.S.  government.  The  group  has  offices  in 
Alexandria  and  Arlington  (VA);  China  Lake  and  San  Diego  (CA); 
Ogden  (UT);  Colorado  Springs  (CO);  San  Antonio  (TX);  Fairborn 
(OH);  Middletown  (RI);  and  Waltham  (MA). 


As  of  May  31,  1993,  SofTech  had  316  full-time  and  23  part-time 
employees,  segmented  as  follows: 

Marketing/sales/customer  support  20 

Engineering  233 

Management  and  administrative  86 

339 
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Key  Products 
and  Services 


Upon  completion  of  the  sale  of  the  government  business  to  CACI, 
approximately  240  SofTech  employees  will  be  transferred  to  CACI  and 
15  headquarters  positions  will  be  eliminated,  leaving  approximately  70 
employees. 


SofTech's  ongoing  commercial  operations  include  the  following: 
Information  Decisions,  Inc.  (IDI): 

Through  IDI,  SofTech  provides  systems  integration  services  and  is  a 
value-added  reseller  of  local-area  network  and  wide-area  network 
products  and  services.  In  addition,  IDI  sells  and  services  CAD/CAM 
hardware  and  software. 

IDI  is  organized  into  two  groups  as  follows: 

• The  Network  Systems  Group  is  a full-service  commercial  systems 
integrator  and  valued-added  reseller  of  local-area  and  wide-area 
computer  networks  consisting  of  workstations,  servers,  and  computer 
networking  operating  systems.  During  fiscal  1993,  sales  and 
marketing  efforts  of  the  group  were  refocused  on  larger  contracts 
with  a higher  value-added  content. 

• The  Automated  Engineering  Group  resells  proprietary  CAD 
software  from  Parametric  Technology  Corporation  and  CAD 
workstations. 

IDI  resells  products  from  Sun  Microsystems,  IBM,  Microsoft,  Hewlett- 
Packard,  Compaq,  Gupta,  Parametric  Technologies,  Novell,  Banyan, 
Oracle,  Proteon,  and  others. 

IDI  customers  have  included  Whirlpool,  Amway,  Upjohn,  Gerber, 
Kellogg,  General  Motors,  Electronic  Data  Systems,  National  Bank  of 
Detroit,  University  of  Michigan  Hospital,  the  State  of  Michigan 
Department  of  Agriculture,  and  the  State  of  Michigan  Senate. 

Downsizing: 

The  Open  Systems  Division  offers  customers  an  automated  approach  to 
downsizing  and  converting  their  existing  applicatins  to  run  on  open 
systems  platforms. 

The  division  has  licensed  technology  from  a European  firm,  to  re-host, 
re-engineer,  and  rewrite  COBOL  applications  for  open  systems 
platforms. 
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Discontinued 

Operations 


The  following  sections  describe  the  government  business  operations  of 
SofTech  that  are  being  sold  to  CACI: 

Systems  Engineering  and  Integration: 

SofTech's  Government  Group  has  performed  a range  of  systems 
engineering  and  integration  services  for  the  Naval  Avionics  Center  in 
Indianapolis  (IN).  A major  ongoing  project  involves  the  upgrade  of 
systems  for  the  Navy's  ES-3A  reconnaissance  aircraft.  During  fiscal 
1993,  these  efforts  generated  approximately  $5.1  million  in  revenue. 

During  fiscal  1993,  SofTech  wone  a three-year,  $9.5  million  prime 
contract  to  develop  and  produce  early-warning  detection  devices  for 
Navy  platforms  under  the  Warning  and  Intelligence  Gathering  Sensors 
(WINGS)  program  from  the  Naval  Air  Warfare  Center. 

In  January  1993,  SofTech  was  awarded  a subcontract  by  GTE 
Government  Systems  to  help  the  Joint  Chiefs  of  Staff  in  the  Pentagon 
migrate  to  open  systems  under  the  Joint  Staff  Automation  for  the 
Nineties  (JSAN),  an  eight-year  GTE  project.  The  subcontract  award  to 
SofTech  is  for  an  initial  one-year  term  with  a value  of  $2.2  million  with 
one-year  options  that  extend  over  the  entire  eight-year  project. 

Under  a contract  with  the  Air  Force  Electronic  Combat  Office, 

SofTech  is  developing  a Weapons  Systems  Interaction  Model  (WSIM) 
that  allows  electronic  warfare  designers  to  test  various  alternatives  in  a 
digital  simulation  rather  than  as  fully  developed  prototypes. 

In  July  1993,  as  a subcontractor  to  McDonnell  Douglas,  SofTech  was  on 
the  winning  team  for  the  full-scale  development  of  the  WSIM 
architecture  under  a program  known  as  Joint  Modeling  and  Simulation 
System  (JMASS).  The  value  of  the  contract  to  SofTech  is 
approximately  $4  million  over  three  years. 

Software  Development  Systems  and  Tools: 

SofTech  has  extensive  experience  with  languages  and  compilers, 
software  tools,  and  programming  environments. 

Since  1975,  SofTech  has  been  working  with  all  facets  of  Ada,  the 
standard  DoD  programming  language.  The  company  participated  in 
the  early  studies  that  identified  the  language  requirements. 

In  May  1993,  SofTech  was  one  of  four  prime  contract  winners  under  a 
$200  million  procurement  to  provide  services  to  the  Center  for 
Information  Management  (CIM)  in  the  Defense  Department's  Defense 
Information  Systems  Agency  (DISA).  This  contract  award  builds  upon 
SofTech's  ongoing  work  for  DISA's  software  reuse  efforts.  The  services 
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SofTech  and  its  subcontractors  will  provide  DISA  include  information 
engineering,  software  reuse,  open  systems  migration,  and  technical 
integration  services  with  the  goal  of  enabling  the  federal  government  to 
realize  both  the  benefit  and  cost  savings  of  open  systems  computing. 

During  1993,  SofTech  continued  its  work  on  an  Army  program  to 
develop  RAPID  (Reusable  Ada  Packages  for  Information  System 
Development),  a library  system  that  allows  programmers  to  find, 
evaluate,  and  retrieve  reusable  software  components.  SofTech  is 
developing  the  support  software  for  the  library  and  is  providing  an 
initial  set  of  reusable  components  and  assisting  in  establishing  reuse 
centers  at  various  agencies  of  the  DoD.  The  Army  is  using  RAPID  to 
develop  a personnel  system,  and  the  DoD's  Corporate  Information 
Management  office  has  made  RAPID  the  centerpiece  of  its  reuse 
program.  SofTech  has  developed  a PC-based  version  of  RAPID, 
named  Soft  RM,  that  is  available  for  IBM  and  compatible  PCs. 

During  1993,  SofTech  was  awarded  a $900,000  subcontract  to  perform 
domain  analysis,  including  structured  design,  object  oriented  design, 
and  interactive  reuse-based  analysis  and  design  for  GTE  Government 
Systems.  SofTech  also  delivered  and  installed  its  proprietary  Soft  RM 
product  under  this  contract. 

Under  a separate  contract  with  the  Naval  Ocean  Systems  Center  in  San 
Diego  (CA),  SofTech  is  developing  a Common  APSE  Interface  Set 
(CAIS)  to  provide  system  and  tool  implementers  with  a set  of  standard 
interfaces  to  ensure  portability  of  Ada  tools  as  well  as  application  data 
across  any  CAIS  implementation.  SofTech  expects  this  work  to 
continue  through  fiscal  1994. 

The  Colorado  office  of  SofTech  developed  software  support  tools  for  a 
digital  signal  processing  chip  family  produced  by  a joint  venture 
between  Array  Microsystems  and  Samsung  Electronics  Company. 

Logistics  Systems: 

SofTech  has  performed  numerous  contracts  for  the  Air  Force  Logistics 
Command  (AFLC)  and  the  Defense  Logistics  Agency  to  modernize 
their  logistics  systems. 

• SofTech  has  been  working  as  a subcontractor  to  Litton  Industries  on 
a twelve-year  AFLC  contract  to  develop  the  Reliability  and 
Maintainability  Information  System  (REMIS),  a 24-hour,  fault- 
tolerant,  secure,  distributed  processing  system.  REMIS  will  provide 
information  on  the  maintenance  and  reliability  of  Air  Force 
weapons  systems  and  will  be  used  to  report  mission  readiness,  track 
the  maintenance  history  of  components,  and  plan  spare  parts. 
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• Under  a five-year,  $18  million  AFLC  program  known  as  Information 
Systems  Engineering,  Prototyping,  and  Development  (ISEPD), 
SofTech  has  performed  various  systems  engineering,  logistics 
systems  analysis,  communications  systems  design,  and  related 
services.  This  program  ended  during  fiscal  1993  and  SofTech  was 
among  the  prime  bidders  on  the  follow-on  contract. 

Automatic  Test  Equipment  Software: 

SofTech's  wholly-owned  subsidiary,  AMG  Associates,  Inc.,  designed 
custom  software  systems  and  applications  for  automatic  test  equipment 
(ATE).  Its  primary  contract  was  a five-year  program  awarded  in  1987 
with  the  U.S.  Air  Force  Aeronautical  Systems  Division  to  track  and 
control  the  development  and  modification  of  Modular  Automated  Test 
Equipment  (MATE).  The  original  award  of  $24.8  million  was 
increased  to  approximately  $33.3  million  and  the  period  of 
performance  extended.  In  May  1992,  the  program  was  terminated  for 
the  convenience  of  the  customer. 

Independent  Verification  and  Validation: 

SofTech  has  also  provided  independent  verification  and  validation  of 
software  developed  by  others  for  various  avionic  and  large  weapon 
system  efforts.  SofTech  is  currently  under  contract  to  EER,  Inc.  to 
provide  these  services  to  the  Army  Information  Systems  & Engineering 
Command  (ISEC).  SofTech  was  unsuccessful  in  its  bid  to  win  the 
follow-on  ISEC  contract  in  fiscal  1993. 

Marketing 
and  Sales 

Marketing  is  conducted  by  a combination  of  marketing  and  technical 
management  staff  employees. 

Alliances 

SofTech's  IDI  subsidiary  is  a value-added  reseller  for  Sun,  IBM, 
Microsoft,  Hewlett-Packard,  Compaq,  Novell,  Banyan,  Gupta,  Oracle, 
Proteon,  Parametric  Technology,  and  others. 
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COMPANY  PROFILE 


SOFTECH,  INC. 

460  Totten  Pond  Road 
Waltham,  MA  02154-1960 
(617)  890-6900 


Douglas  T.  Ross,  Chairman 
Norman  L.  Rasmussen,  President 
and  CEO 

Public  Corporation,  NASDAQ 
Total  Employees:  574  (Full-  and  Part-Time) 
Total  Revenue,  Fiscal  Year  End 
5/31/91:  $54,232,000 


The  Company  SofTech,  Inc.,  incorporated  in  Massachusetts  in  1969,  provides 

custom  software  development,  systems  engineering,  and  systems 
integration  services  to  government  agencies  and  Fortune  500 
companies.  The  major  portion  of  SofTech's  business  is  with  the 
Department  of  Defense  (DoD),  providing  systems  software  for 
embedded  computers. 

During  the  first  quarter  of  fiscal  1992,  Justus  F.  Lowe,  Jr., 
Chairman,  President,  CEO,  and  Director  of  SofTech  announced  his 
decision  to  take  early  retirement.  The  Board  of  Directors  reelected 
Douglas  T.  Ross,  SofTech's  founder,  as  Chairman,  and  Norman  L. 
Rasmussen  has  interim  President  and  CEO. 

SofTech's  business  is  currently  divided  into  three  units  as  follows: 

• The  Federal  Government  Group  provides  systems  engineering 
and  integration,  software  development,  system  verification  and 
validation,  system  software  tools,  command  and  control 
applications,  automated  test  equipment,  reusable  Ada  software, 
and  software  methodologies  to  various  agencies  of  the  U.S. 
government.  The  group  has  offices  in  Alexandria  and  Arlington 
(VA);  China  Lake,  Livermore,  Oakland,  and  San  Diego  (CA); 
Ogden  (UT);  Colorado  Springs  (CO);  Houston  and  San  Antonio 
(TX);  Fairborn  (OH);  and  Waltham  (MA). 

• Information  Decisions,  Inc.  (IDI),  headquartered  in  Grand 
Rapids  (MI)  with  85  employees,  was  acquired  by  SofTech  in 
April  1990.  IDI  operates  as  a wholly  owned  subsidiary  providing 
commercial  systems  integration  and  value-added  LAN  products 
and  services.  IDI  has  additional  offices  in  Detroit,  Kalamazoo, 
and  Lansing  (MI),  and  Indianapolis  (IN). 

• COMPASS,  Inc.,  headquartered  in  Wakefield  (MA)  with  60 
employees,  is  a wholly  owned  subsidiary  providing  compiler 
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software  and  professional  services  in  the  supercomputer  and 
advanced  architecture  computer  marketplace. 

SofTech's  fiscal  1991  revenue  was  $54.2  million,  a 22%  increase 
over  fiscal  1990  revenue  of  $44.3  million.  In  the  five-year  financial 
summary  that  follows,  net  losses  for  fiscal  1991  include  provisions 
totalling  $3.9  million  for  excess  leased  office  space  in  Alexandria 
(VA): 


SOFTECH,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/91 

5/90 

5/89 

5/88 

5/87 

Revenue 

$54,232 

$44,287 

$49,200 

$48,665 

$43,521 

• Percent  change 
from  previous  year 

22% 

(10%) 

1% 

12% 

(4%) 

Income  (loss)  before  taxes 

$(6,259) 

$(1,342) 

$2,466 

$1,401 

$(1,300) 

• Percent  change 
from  previous  year 

(387%) 

(154%) 

76% 

* 

(135%) 

Net  income  (loss) 

$(6,018) 

$(606) 

$1,692 

$1,238 

$(407) 

• Percent  change 
from  previous  year 

(893%) 

(136%) 

37% 

★ 

(119%) 

Earnings  (loss)  per  share 
• Percent  change 

$(1.58) 

$(0.16) 

$0.46 

$0.34 

$(0.11) 

from  previous  year 

(888%) 

(135%) 

35% 

★ 

(118%) 

Percent  change  not  meaningful. 


SofTech  management  attributes  fiscal  1991  results  to  the  following: 

• Revenue  growth  was  attributed  to  the  acquisition  of  IDI  in  April 
1990. 

• Losses  were  due  to  the  $3.9  million  in  lease  provisions  and  an 
increase  of  $1.9  million  in  research  and  development 
expenditures  associated  with  the  continued  investment  in 
compiler  software  for  advanced  architecture  supercomputers  at 
COMPASS.  Total  research  and  development  expenses  were  $3.2 
million  in  fiscal  1991,  $1.3  million  in  fiscal  1990,  and  $300,000  in 
fiscal  1989. 

Revenue  for  the  three  months  ending  August  31,  1991  was  $12.9 
million,  approximately  the  same  as  the  previous  year.  Net  losses 
were  $273,915  compared  to  $471,731  for  the  same  period  in  1990. 
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Key  Products  and 
Services 


• Reduced  losses  were  attributed  primarily  to  improved  results  at 
SofTech's  COMPASS  subsidiary. 

• IDI's  revenues  have  grown  significantly  since  it  was  acquired  in 
April  1990,  but  its  profitability  has  not  met  up  to  expectations. 

• SofTech's  government  business  continues  to  operate  profitably. 

As  of  May  31,  1991,  SofTech  had  533  full-time  and  41  part-time 
employees,  segmented  as  follows: 

Marketing/sales/customer  support  83 

Engineering  393 

General  and  administrative  98 

574 

Major  competitors  include  Computer  Sciences  Corporation, 
Intermetrics,  and  TRW. 


INPUT  estimates  approximately  48%  Of  SofTech's  fiscal  1991 
revenue  was  from  systems  engineering  and  integration  activities, 
42%  from  professional  services,  and  the  remaining  10%  from 
software  licenses,  royalties,  and  maintenance  fees. 

A three-year  summary  of  source  of  revenue  by  business  area 
follows: 
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SOFTECH,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

5/91 

5/90 

5/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems  engineering  and 
integration 

$26.2 

48% 

$14.8 

33% 

$23.1 

47% 

Software  development 
systems  and  tools 

7.7 

14% 

11.6 

26% 

13.1 

27% 

Automatic  test  equipment 
software 

8.3 

15% 

7.2 

16% 

8.0 

16% 

Supercomputer  software 

3.4 

6% 

5.2 

12% 

2.3 

4% 

Logistics  systems 

5.5 

10% 

3.4 

8% 

1.3 

3% 

Independent  verification 
and  validation 

3.1 

6% 

2.1 

5% 

1.4 

3% 

TOTAL 

$54.2 

100% 

$44.3 

100% 

$49.2 

100% 

• Time  and  material,  and  cost  reimbursement-type  contracts 
accounted  for  73%,  74%,  and  89%  of  SofTech's  total  revenue  for 
fiscal  1991,  1990,  and  1989,  respectively. 

• Fixed  price  contracts  have  increased  to  17%  and  16%  of  total 
revenue  in  fiscal  1991  and  1990,  respectively,  from  8%  in  each  of 
fiscal  1989  and  1988.  The  increase  is  primarily  due  to  the 
inclusion  of  COMPASS,  whose  business  is  primarily  fixed  price. 

SofTech's  professional  services  include  the  design,  development, 
implementation,  and  validation  of  computer  software  systems  for 
customers  in  defense,  civilian,  commercial,  and  international 
markets. 

Software  Development  Systems  and  Tools: 

SofTech  has  extensive  experience  with  languages  and  compilers, 
software  tools,  and  programming  environments. 

Since  1975,  SofTech  has  been  working  with  all  facets  of  Ada,  the 
standard  DoD  programming  language.  The  company  participated 
in  the  early  studies  that  identified  the  language  requirements. 
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• In  1979,  SofTech  was  awarded  a contract  to  develop  the  Ada 
Compiler  Validation  Capability,  a set  of  tests  used  by  the  Ada 
Joint  Program  Office  to  validate  Ada  compilers.  SofTech 
continues  to  operate  the  Air  Force's  Language  Control  Facility, 
where  it  validates  Ada  and  JOVIAL  compilers. 

• The  Ada  Language  System  (ALS),  a comprehensive  compiler 
and  software  development  environment,  was  developed  by 
SofTech  under  contract  to  the  U.S.  Army.  Under  a U.S.  Air 
Force  contract,  SofTech  retargeted  ALS  to  the  Intel  8086 
microprocessor.  In  related  work,  the  ALS  was  retargeted  and 
enhanced  for  the  Navy  (ALS/N)  and  for  Nippon  Telegraph  and 
Telephone  Corporation  of  Japan. 

• SofTech  also  developed  a benchmarking  capability  for  NASA  for 
candidate  Space  Station  computers  running  Ada  and  is  providing 
Ada  technology  to  the  Air  Force  Space  Command  for  command 
and  control  applications. 

• Under  a separate  contract  with  the  Naval  Ocean  Systems  Center, 
SofTech  is  developing  a Common  APSE  Interface  Set  (CAIS)  to 
provide  system  and  tool  implementers  with  a set  of  standard 
interfaces  to  ensure  portability  of  Ada  tools  as  well  as  application 
data  across  any  CAIS  implentation. 

• RAPID  (Reusable  Ada  Packages  for  Information  System 
Development)  is  a library  system  created  by  SofTech  for  the 
Army  that  allows  programmers  to  find,  evaluate,  and  retrieve 
reusable  Ada  components.  The  Army  is  using  RAPID  to  develop 
a personnel  system,  and  the  Navy,  NASA,  and  other  have  systems 
in  beta  test. 

• SofTech  is  providing  Ada  support  on  three  NORAD  systems  at 
the  Air  Force  Space  Command's  Cheyenne  Mountain  Complex 
in  Colorado. 

Logistics  Systems: 

SofTech  has  performed  numerous  contracts  for  the  Air  Force 

Logistics  Command  (AFLC)  and  the  Defense  Logistics  Agency  to 

modernize  their  logistics  systems. 

• SofTech  has  been  working  as  a subcontractor  to  Litton  Industries 
on  a twelve-year  AFLC  contract  to  develop  the  Reliability  and 
Maintainability  Information  System  (REMIS).  REMIS  will 
provide  information  on  the  maintenance  and  reliability  of  Air 
Force  weapons  systems  and  will  be  used  to  report  mission 
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readiness,  track  the  maintenance  history  of  components,  and  plan 
spare  parts. 

• SofTech  continues  to  win  tasks  under  a five-year,  $18  million 
AFLC  program  to  provide  various  systems  engineering,  logistics 
systems  analysis,  communications  systems  design,  and  related 
services.  SofTech  developed  a model  network  control  center  and 
a network  problem  management  system  and  is  helping  to 
upgrade  a time  and  attendance  system  on  Tandem  fault  tolerant 
computers. 

• Since  1976,  SofTech  has  been  providing  software  development 
and  support  services  to  the  San  Francisco  office  of  the 
Department  of  Energy  (DOE).  A major  system  developed  for 
the  DOE  by  SofTech  is  used  to  report  financial  activities  for 
multimillion  dollar  projects  such  as  those  performed  at  Lawrence 
Livermore  National  Laboratory  and  the  Stanford  Linear 
Accelerator  Center.  This  system  has  since  been  extended 
nationwide  to  all  DOE  operations  offices. 

Supercomputer  Software: 

COMPASS,  acquired  by  SofTech  in  December  1988,  provides 

compiler  software  and  software  engineering  services  for  advanced 

architecture  supercomputers. 

• As  part  of  a plan  to  reduce  costs  and  sharpen  the  focus  of 
COMPASS,  SofTech  has  determined  that  the  focus  of 
COMPASS  for  the  future  will  be  to  provide  compilers  and 
related  products  for  the  FORTRAN  90  programming  language 
for  use  with  high  performance  computers  and  chips. 

• COMPASS'  customers  are  computer  manufacturers  who  are 
developing  supercomputers,  super-minicomputers,  parallel 
processors,  and  other  machines  with  parallel,  vector,  and 
multiprocessor  architectures. 

• COMPASS  built  the  FORTRAN  compilers  used  by  both 
Thinking  Machines  and  MasPar,  and  is  now  working  with  DEC'S 
Massively  Parallel  Systems  Group.  COMPASS  is  also  developing 
a compiler  for  the  i860  RISC  chip  used  by  Intel  in  its 
supercomputers  and  by  other  vendors  in  a wide  range  of  products 
that  includes  workstations,  array  processors,  graphics  boards,  and 
servers.  Other  clients  have  included  Alliant,  Kubota,  nCube, 
PictureTel,  Stardent,  and  Suprenum  GmbH. 

• COMPASS  also  provides  tools  for  large  software  conversion  jobs. 
Clients  have  included  Teradyne  and  Computervision. 
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During  the  past  year,  COMPASS  added  to  its  technology  base 
through  work  performed  on  two  major  development  contracts: 

• COMPASS  is  working  with  a European  supercomputer  company 
to  develop  compiler  technology  for  a Multiple-Instruction, 
Multiple-Datastream  (MIMD)  computer. 

• COMPASS  also  worked  with  the  David  Sarnoff  Research  Center, 
under  contract  to  DARPA,  to  build  a compiler  for  a massively 
parallel  SIMD  computer. 

Automatic  Test  Equipment  Software: 

SofTech  designs  custom  software  systems  and  applications  for 
automatic  test  equipment  (ATE). 

• During  fiscal  1987,  SofTech  won  a $24.8  million,  five-year 
contract  to  assist  the  U.S.  Air  Force  Aeronautical  Systems 
Division  in  tracking  and  controlling  the  development  and 
modification  of  Modular  Automatic  Test  Equipment  (MATE). 
Additional  funding  has  increased  its  total  value  to  over  $32 
million  and  extended  the  program  beyond  its  five-year  duration. 

- The  MATE  program  is  a systematic  program  to  define, 
acquire,  and  support  ATE  capabilities  throughout  the  Air 
Force. 

- As  prime  contractor,  SofTech  has  developed  the  MATE 
Master  Plan  and  is  now  developing  software  products,  guides, 
and  standards. 

■ During  fiscal  1990,  SofTech  won  a similar  contract  to  develop  the 
Master  Plan  for  the  Marine  Corps  Automatic  Test  Equipment 
Systems  (MCATES).  SofTech's  hypermedia  approarch,  used  in 
producing  MCATES  will  next  be  applied  to  all  Marine's  Test, 
Measurement,  and  Diagnostic  Equipment  master  planning. 

Independent  Verification  and  Validation: 

SofTech  has  also  provided  independent  verification  and  validation 
of  software  developed  by  others  for  various  avionic  and  large 
weapon  system  efforts.  SofTech  is  currently  under  contract  to  EER, 
Inc.  to  provide  these  services  to  the  Army  Information  Systems  & 
Engineering  Command. 
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Systems  Engineering  and  Integration: 

SofTech  has  been  selected  as  prime  contractor  for  the  U.S.  Air 
Force  Manufacturing  Technology  Directorate's  Enterprise 
Integration  Program  (EIP),  a contract  with  an  intial  value  of  $25.9 
million  and  with  options  making  the  potential  total  value  $57.9 
million  over  five  years. 

• The  goal  of  EIP  is  to  improve  quality,  lower  costs,  and  speed 
deployment  of  DoD  systems,  and  contribute  to  U.S.  industrial 
competitiveness,  by  developing  technologies  and  standards  that 
facilitate  the  exchange  and  reuse  of  information  among  the  many 
enterprises  involved  in  designing,  producing,  and  buying  complex 
weapons  systems. 

• EIP  tasks  include  developing  guidelines  and  specifications, 
demonstrating  improved  performance  at  selected  pilot  sites, 
promoting  rapid  adoption  throughout  industry,  and  fostering 
research  and  development  in  new  technologies. 

Through  Information  Decisions,  Inc.  (IDI),  SofTech  provides 
systems  integration  services  and  is  a value-added  reseller  of  local- 
area  network  products  and  services  in  the  areas  of  CAD/CAM  and 
office  automation. 

• IDI  implements  and  supports  information  systems  ranging  in  size 
from  small  workgroup  LANs  running  work  processing,  to 
enterprise-wide  solutions  encompassing  hundreds  of  nodes. 

• IDI  resells  products  from  Sun  Microsystems,  IBM,  Microsoft, 
Hewlett-Packard,  Compaq,  Gupta,  Parametric  Technologies, 
Novell,  Banyan,  Oracle,  Proteon,  and  others. 

• IDI  customers  have  included  Whirlpool,  Amway,  Upjohn, 
Gerber,  Kellogg,  General  Motors,  Electronic  Data  Systems, 
National  Bank  of  Detroit,  University  of  Michigan  Hospital,  the 
State  of  Michigan  Department  of  Agriculture,  and  the  State  of 
Michigan  Senate. 

SofTech  also  provides  a range  of  engineering  support  services  in  the 
area  of  avionics  systems  integration  (for  flight  control,  navigation, 
communication,  and  surveillance)  and  airborne  electronic  warfare 
(EW). 

• Since  1981,  SofTech  has  been  providing  support  to  the  Naval 
Avionics  Center  in  Indianapolis,  primarily  to  upgrade  the 
avionics  systems  of  the  Navy's  EP-3  and  ES-3  reconnaissance 
aircraft,  including  development  and  integration  of  new  systems 
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and  components.  During  fiscal  1990,  SofTech  won  a $10  million, 
two-year  contract  to  continue  work  on  the  ES-3A.  Revenues 
from  this  project  were  $7.1  million  in  fiscal  1991. 

During  fiscal  1990,  SofTech  continued  its  work  for  the  Naval 
Weapons  Center  at  China  Lake  (CA).  SofTech  is  providing 
engineering  services  for  the  Integrated  Electronic  Warfare 
System  (INEWS)  and  the  Integrated  Communications, 
Navigation,  and  Identification  Avionics  (ICNIA)  programs. 

Under  a contract  with  the  Air  Force  Electronic  Combat  Office, 
SofTech  is  developing  a Weapons  Systems  Interaction  Model 
(WSIM)  which  allows  electronic  warfare  designers  to  test  various 
alternatives  without  the  need  for  expensive  facilities.  WSIM  can 
simulate  both  friendly  and  hostile  forces  in  realistic  combat 
scenarios. 


Industry  Markets  Approximately  67%  of  SofTech's  fiscal  1991  revenue  was  derived 

from  services  provided  to  the  federal  government,  either  by  prime 
contract  or  subcontract.  The  remaining  33%  of  revenue  was 
derived  from  commercial  clients. 

A three-year  summary  of  source  of  revenue  follows: 


SOFTECH,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

ITEM 

5/91 

5/90 

5/89 

Federal  government 

67% 

82% 

87% 

Commercial 

33% 

18% 

13% 

TOTAL 

100% 

100% 

100% 

The  majority  of  government  revenue  is  derived  from  DoD  agencies. 


Geographic  Over  98%  of  SofTech's  fiscal  1991  revenue  was  derived  from  the 

Markets  U.S.  and  the  remainder  from  international  sources. 
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SOFTECH,  INC.  Douglas  T.  Ross,  Chairman  Emeritus 

460  Totten  Pond  Road  Justus  F.  Lowe,  Jr.,  Chairman,  President, 

Waltham,  MA  02154-1960  and  CEO 


(617)  890-6900 

Public  Corporation,  OTC 
Total  Employees:  617  (Full-  and  Part-Time) 
Total  Revenue,  Fiscal  Year  End 
5/31/89:  $49,200,282 

The  Company 

SofTech,  Inc.,  incorporated  in  Massachusetts  in  1969,  provides 
custom  software  development,  systems  engineering,  and  systems 
integration  services  to  government  agencies  and  Fortune  500 
companies.  The  major  portion  of  SofTech's  business  is  with  the 
Department  of  Defense  (DoD),  providing  systems  software  for 
embedded  computers. 

In  December  1988,  SofTech  acquired  COMPASS,  Inc.  of 
Wakefield  (MA)  from  Computer  Associates  for  approximately  $2 
million.  The  acquisition  was  accounted  for  as  a purchase. 

• COMPASS,  with  approximately  60  employees,  provides 
compiler  software  and  professional  services  in  the 
supercomputer  and  advanced  architecture  computer 
marketplace.  Because  of  its  commercial  customer  base,  this 
acquisition  is  an  important  step  toward  creating  a greater 
balance  between  SofTech's  government  and  commercial 
business  segments. 

• COMPASS  operated  as  a subsidiary  of  Applied  Data  Research, 
Inc.  (ADR)  until  late  1988  when  ADR  was  acquired  by 
Computer  Associates.  COMPASS  now  operates  as  a wholly 
owned  subsidiary  of  SofTech. 

SofTech's  fiscal  1989  revenue  reached  $49.2  million,  a 1%  increase 
over  fiscal  1988  revenue  of  $48.7  million.  Net  income  rose  37%, 
from  $1.2  million  in  fiscal  1988  to  nearly  $1.7  million  in  fiscal  1989. 
A five-year  financial  summary  follows: 
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SOFTECH,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/89 

5/88 

5/87 

5/86 

5/85 

Revenue 

• Percent  increase 

$49,200 

$48,665 

$43,521 

$45,148 

$36,433 

(decrease)  from 
previous  year 

1% 

* 

(4%) 

24% 

(16%) 

Income  (loss)  before 
taxes 

• Percent  increase 

$2,466 

$1,401 

$(1,300) 

(a) 

$3,678 

$(4,567) 

(decrease)  from 

previous  year 

76% 

★ 

(135%) 

* 

(307%) 

Net  income  (loss) 

• Percent  increase 

$1,692 

$1,238 

$(407) 

$2,156 

$(1,771) 

(decrease)  from 
previous  year 

37% 

* 

(119%) 

* 

(217%) 

Earnings  (loss)  per 
share 

$0.46 

$0.34 

$(0.11) 

$0.60 

$(0.49) 

• Percent  increase 

(decrease)  from 
previous  year 

35% 

* 

(118%) 

★ 

(217%) 

* Percent  change  not  meaningful. 

(a)  Includes  a one-time,  pre-tax  charge  of  $2.9  million  for  certain  lease  obligations  associated  with 
a microcomputer  software  business  that  was  discontinued  during  1985. 


Revenue  for  the  three  months  ending  August  31,  1989  was  $10.6 
million,  compared  to  $10.7  million  for  the  same  period  in  1988. 
Net  income  was  $362,562  compared  to  $401,464  for  the  same 
period  a year  ago. 

SofTech  is  currently  organized  into  three  major  operating  groups 
and  two  subsidiaries  as  follows: 

• The  Federal  Systems  Group,  based  in  Waltham  (MA),  focuses 
on  the  design  of  systems  software  tools  and  applications  for 
embedded  computers  that  are  integrated  into  major  weapon 
systems. 

• The  Government  Systems  Group,  based  in  Alexandria  (VA), 
focuses  on  developing  systems  software,  applications,  and 
software  methodologies  for  the  U.S.  Navy  and  Air  Force. 
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Key  Products  and 
Services 


- This  group  includes  the  operations  of  AMG  Associates,  Inc. 
Headquartered  in  Alexandria  (VA)  with  60  employees, 
AMG  provides  custom  software  and  related  services  for 
automatic  test  equipment. 

• The  Systems  Sciences  Group,  based  in  Fairborn  (OH),  focuses 
on  software  verification  and  validation,  advanced  software 
engineering,  standardized  language  support,  and  simulation. 

• COMPASS,  Inc.,  headquartered  in  Wakefield  (MA),  provides 
compiler  software  and  professional  services  in  the 
supercomputer  and  advanced  architecture  computer 
marketplace. 

As  of  May  31,  1989,  SofTech  had  585  full-time  and  32  part-time 

employees,  segmented  as  follows: 

Marketing/sales/customer  support  25 

Engineering  447 

General  and  administrative  145 

617 

Major  competitors  include  Computer  Sciences  Corporation, 

Intermetrics,  and  TRW. 


SofTech's  revenue  is  derived  primarily  from  software 
development,  systems  engineering,  and  consulting  professional 
services  and  systems  integration  services. 

• Time  and  material  and  cost-reimbursement  type  contracts  have 
accounted  for  approximately  90%  of  SofTech's  total  revenue  in 
each  of  the  past  three  years. 

SofTech's  professional  services  include  the  design,  development, 
implementation,  and  validation  of  computer  software  systems  for 
customers  in  defense,  civilian,  commercial,  and  international 
markets. 

Software  Development  Systems  and  Tools: 

SofTech  has  extensive  experience  with  languages  and  compilers, 
software  tools,  and  programming  environments. 

• Since  1975,  SofTech  has  been  working  with  all  facets  of  Ada, 
the  standard  DoD  programming  language.  The  company 
participated  in  the  early  studies  that  identified  the  language 
requirements. 
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- In  1979,  SofTech  was  awarded  a contract  to  develop  the  Ada 
Compiler  Validation  Capability,  a set  of  tests  used  by  the 
Ada  Joint  Program  Office  to  validate  Ada  compilers. 
SofTech  continues  to  operate  the  Air  Force's  Language 
Control  Facility,  where  it  validates  Ada  and  JOVIAL 
compilers. 

- SofTech  developed  the  Ada  Language  System  (ALS),  a 
complete  programming  support  environment  containing  the 
first  production  Ada  compiler  and  a set  of  software  tools  for 
the  Army.  In  related  work,  the  ALS  was  retargeted  and 
enhanced  for  the  Navy  (ALS/N)  and  for  Nippon  Telegraph 
and  Telephone  Corporation  of  Japan. 

- SofTech  is  also  developing  a benchmarking  capability  for 
NASA  for  candidate  Space  Station  computers  running  Ada 
and  is  providing  Ada  technology  to  the  Air  Force  Space 
Command  for  command  and  control  applications. 

- Standard  interfaces  between  Ada  Programming  Support 
Environments  (APSEs)  are  required  in  order  for  DoD  users 

* to  share  common  language  and  tools.  SofTech  is  developing 
both  the  Common  APSE  Interface  Set  (CAIS)  and  a CATS 
Implementation  Validation  Capability.  SofTech  was  also 
recently  awarded  a contract  to  build  a CAIS  implementation 
as  part  of  a joint  NATO  effort. 

- For  the  Army,  SofTech  is  developing  RAPID  (Reusable  Ada 
Packages  for  Information  System  Development),  a library 
system  that  allows  programmers  to  find,  evaluate,  and 
retrieve  reusable  Ada  components.  SofTech  is  developing 
the  support  software  for  the  library  and  is  providing  an  initial 
set  of  reusable  components. 

• SofTech  has  teamed  with  Boeing  Aerospace  under  a five-year 
contract  under  the  Software  Technology  for  Adaptable, 

Reliable  Systems  (STARS)  program.  SofTech  is  participating 
with  other  contractors  to  seek  ways  to  automate  software 
development,  design  reusable  programs,  improve  software 
quality,  and  make  new  technologies  available  to  industry 
through  a public  domain  repository. 

Logistics  Systems: 

In  the  area  of  logistics  systems,  SofTech  has  performed  numerous 
contracts  for  the  Air  Force  Logistics  Command  (AFLC)  and  the 
Defense  Logistics  Agency. 
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• SofTech  is  currently  working  as  a subcontractor  to  Litton 
Industries  on  a twelve-year  AFLC  contract  to  develop  the 
Reliability  and  Maintainability  Information  System  (REMIS). 
REMIS  will  provide  information  on  the  maintenance  and 
reliability  of  Air  Force  weapons  systems  and  will  be  used  to 
report  mission  readiness,  track  the  maintenance  history  of 
components,  and  plan  spare  parts. 

• During  fiscal  1989,  SofTech  received  a five-year,  $18  million 
support  services  contract  from  the  AFLC  to  provide  systems 
engineering,  logistics  systems  analysis,  communications  systems 
design,  and  related  services.  SofTech  will  support  the  AFLC  at 
five  Air  Logistics  Centers  and  three  administrative  centers. 

• During  fiscal  1989,  SofTech  was  awarded  a contract  from  the 
Logistics  Management  Institute  to  work  on  the  Modernization 
of  the  Defense  Logistics  Standards  System  (MODELS). 

Supercomputer  Software: 

COMPASS  provides  compiler  software  and  software  engineering 

services  for  advanced  architecture  supercomputers. 

• COMPASS  uses  a complete  programming  support  environment 
to  develop  compilers,  within  which  it  has  available  a family  of 
software  tools  and  reusable  components. 

• COMPASS'  customers  are  computer  manufacturers  who  are 
developing  supercomputers,  super-minicomputers,  parallel 
processors,  and  other  machines  with  parallel,  vector,  and 
multiprocessor  architectures.  Clients  have  included  Alliant, 
Analogic,  Ardent,  Concurrent,  Loral,  Numerix,  Krupp  Atlas 
Electronik,  and  Thinking  Machines. 

• During  the  1970s,  COMPASS  produced  an  optimizing 
FORTRAN  compiler  for  the  ILLIAC  IV  parallel  processor  and 
has  subsequently  developed  the  Vectorizer  system,  versions  of 
which  were  produced  for  the  CDC  7600,  Cray  1,  and  CDC 
Cyber  203. 

• COMPASS'  Ada  experience  includes  work  on  the  Ada 
Integrated  Environment  for  the  Air  Force,  and  on  DAPSE,  a 
Distributed  APSE  for  the  Army.  COMPASS  recently  created 
an  Ada-SQL  compiler  than  allows  Ada  programs  to  access 
relational  data  bases. 

• COMPASS  also  provides  tools  for  large  software  conversion 
jobs.  Clients  have  included  Teradyne  and  Computervision. 
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Automatic  Test  Equipment  Software: 

In  the  area  of  automatic  test  equipment  (ATE)  systems  and 
software,  SofTech's  AMG  subsidiary  builds  compilers  for  ATLAS, 
the  standard  ATE  programming  language. 

• During  fiscal  1987,  SofTech  won  a $24.8  million,  five-year 
contract  to  assist  the  U.S.  Air  Force  Aeronautical  Systems 
Division  in  tracking  and  controlling  the  development  and 
modification  of  Modular  Automatic  Test  Equipment  (MATE). 
The  MATE  program  is  a systematic  program  to  define,  acquire, 
and  support  ATE  capabilities  throughout  the  Air  Force. 

- As  prime  contractor,  SofTech  is  developing  the  MATE 
Master  Plan  and  baseline  control,  as  well  as  software 
products,  guidelines,  and  standards. 

- SofTech  is  also  studying  ways  to  integrate  artificial 
intelligence  and  expert  systems  into  MATE  and  the 
feasibility  of  converting  the  MATE  control  and  support 
software  from  JOVIAL  to  Ada. 

• As  a subcontractor  to  General  Dynamics,  SofTech  was  awarded 
a four-year  contract  during  fiscal  1989  from  the  Air  Force 
Human  Resources  Laboratory  to  develop  the  Integrated 
Maintenance  Information  System  (IMIS).  The  IMIS  program 
will  create  a prototype  system  to  process,  integrate,  and  display 
maintenance  information  to  flightline  maintenance  technicians. 

Independent  Verification  and  Validation: 

SofTech  has  also  provided  independent  verification  and  validation 
of  software  developed  by  others  for  various  avionic  and  large 
weapon  system  efforts.  SofTech  is  currently  under  contract  to 
EER,  Inc.  to  provide  these  services  to  the  Army  Information 
Systems  & Engineering  Command. 

Systems  Engineering  and  Integration: 

SofTech  provides  a range  of  engineering  support  services  in  the 
area  of  avionics  systems  integration  (for  flight  control,  navigation, 
communication,  and  surveillance)  and  airborne  electronic  warfare 
(EW). 

• Since  1981,  SofTech  has  been  providing  support  to  the  Naval 
Avionics  Center  in  Indianapolis,  primarily  to  upgrade  the 
avionics  systems  of  the  Navy's  EP-3  and  ES-3  reconnaissance 
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aircraft,  including  development  and  integration  of  new  systems 
and  components. 

• During  fiscal  1989,  SofTech  was  awarded  a contract  by  the 
Aeronautical  Systems  Division  of  the  Air  Force  to  support 
System  Program  Offices  developing  airborne  weapon  systems. 
SofTech  will  provide  systems  engineering  support  in  strategic 
and  tactical  planning,  target  modeling,  vibration  analysis, 
ground  support,  and  quality  assurance. 

• Under  a contract  for  the  Naval  Weapons  Center  at  China  Lake 
(CA),  SofTech  is  providing  engineering  services  for  the 
Integrated  Electronic  Warfare  System  (NEWS);  the  Integrated 
Communications,  Navigation,  and  Identification  Avionics 
(ICNIA)  program;  and  Electronic  Countermeasure  (ECM) 
system. 

• SofTech  continues  to  support  the  Foreign  Technology  Division 
at  Wright-Patterson  Air  Force  Base  in  the  conversion  of  EW 
simulation  models  to  Ada  and  prototyping  of  a threat  analysis 
system  using  distributed  processing. 

SofTech  has  served  as  a systems  integrator  on  a variety  of  projects. 

• Since  1976,  SofTech  has  been  providing  software  development 
and  support  services  to  the  San  Francisco  office  of  the 
Department  of  Energy  (DOE).  A major  system  developed  for 
the  DOE  by  SofTech  is  used  to  report  financial  activities  for 
multimillion  dollar  projects  such  as  those  performed  at 
Lawrence  Livermore  National  Laboratory  and  the  Stanford 
Linear  Accelerator  Center.  This  system  has  since  been 
extended  nationwide  to  all  DOE  operations  offices. 


Approximately  87%  of  SofTech's  fiscal  1989  revenue  was  derived 
from  services  provided  to  the  federal  government,  either  by  prime 
contract  or  subcontract.  The  remaining  13%  of  revenue  was 
derived  from  commercial  clients. 

A three-year  summary  of  source  of  revenue  follows: 
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THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

ITEM 

5/89 

5/88 

5/87 

U.S.  Navy 

51% 

48% 

52% 

U.S.  Air  Force 

27% 

28% 

16% 

U.S.  Army 

6% 

7% 

12% 

Other  government 

4% 

3% 

3% 

Commercial 

12% 

14% 

17% 

TOTAL 

100% 

100% 

100% 

As  of  May  31,  1989,  SofTech  had  over  75  different  government 
contracts. 

Commercial  revenue  includes  approximately  $2.9  million  (6%  of 
total  revenue)  in  fiscal  1989,  $5.3  million  (11%  of  total  revenue)  in 
fiscal  1988,  and  $5.4  million  (12%  of  total  revenue)  in  fiscal  1987 
from  services  provided  to  Nippon  Telegraph  and  Telephone 
Corporation  of  Japan. 


Geographic  Approximately  94%  of  SofTech's  fiscal  1989  revenue  was  derived 

Markets  from  the  U.S.  and  6%  was  derived  from  Japan  (Nippon  Telegraph 

and  Telephone). 

The  Federal  Systems  Group  is  based  in  Waltham  (MA)  and  has 
additional  offices  in  San  Diego  (CA)  and  Colorado  Springs  (CO). 

The  System  Sciences  Group  is  based  in  Fairborn  (OH),  with 
additional  offices  in  Arlington  (VA);  Indianapolis  (IN);  Rome 
(NY);  and  China  Lake,  Livermore,  and  Oakland  (CA). 

The  Government  Systems  Group  is  based  in  Alexandria  (VA), 
with  additional  offices  in  Houston  and  San  Antonio(TX); 
Shrewsbury  (NJ);  Fairborn  (OH);  and  Middleton  (RI). 

COMPASS,  Inc.  is  located  in  Wakefield  (MA). 
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SOFTECH,  INC. 

460  Totten  Pond  Road 
Waltham,  MA  02254 
(617)  890-6900 


Douglas  T.  Ross,  Chairman 
Justus  F.  Lowe,  Jr.,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  6 1 9 (Full  and  Part- 
Time) 

Total  Revenue,  Fiscal  Year  End 
5/31/87:  $43,521,479 


SOFTECH,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


' — — FISCAL  YEAR 

5/87 

5/86 

5/85 

5/84 

5/83 

ITEM  — 

Revenue 

$ 43,521 

$ 

45,148 

$ 

36,433 

$ 

43,558 

$35,499 

. Percent  increase 

(decrease)  from 
previous  year 

(4%) 

24% 

(16%) 

23% 

37% 

Income  (loss)  before 

taxes 

. Percent  increase 

$ (1,300) 

$ 

3,678 

$ 

(4,576) 

$ 

2,208 

$ 3,549 

(decrease)  from 

previous  year 

(135%) 

1 80% 

(307%) 

(38%) 

52% 

Net  income  (loss) 

$ (407) 

$ 

2,156 

$ 

(1,771) 

$ 

1,508 

$ 1,991 

. Percent  increase 

(decrease)  from 
previous  year 

( 1 1 9%) 

222% 

(2 1 7%) 

(24%) 

49% 

Earnings  (loss)  per 

$ (0.1  1) 

$ 

$ 

$ 

share 

. Percent  increase 

0.60 

(0.49) 

0.42 

$ 0.60 

(decrease)  from 
previous  year 

(1  18%) 

222% 

(217%) 

(30%) 

36% 

• SofTech  management  attributes  revenue  declines  in  fiscal  1987  to  the  con- 
clusion in  the  first  quarter  of  the  fiscal  year  of  its  work  for  the  U.S.  Army  on 
the  Ada  Language  System  (ALS). 


• Net  losses  for  fiscal  1987  were  attributed  to  the  third  quarter  one-time  pre- 
tax charge  of  $2.9  million  to  provide  for  the  lease  obligation  associated  with 
the  San  Diego  office  space  of  SofTech's  microcomputer  software  subsidiary, 
SofTech  Microsystems,  Inc.,  which  ceased  operations  in  1985. 
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Recent  contracts  awarded  to  SofTech  include  the  following: 


The  U.S.  Air  Force  Aeronautical  Systems  Division  awarded  SofTech  a 
$24.8  million  five-year  contract  to  assist  in  tracking  and  controlling 
the  development  and  modification  of  MATE  system  products.  The 
MATE  program  is  the  foundation  for  defining,  acquiring,  and  supporting 
automatic  testing  capabilities  within  the  Air  Force,  and  is  one  of  the 
two  major  programs  in  the  Department  of  Defense  involving  software 
for  automatic  test  equipment. 

The  Air  Force  Logistics  Command  awarded  the  Reliability  and  Main- 
tainability Information  System  (REMIS)  contract  to  Litton  Computer 
Services,  with  SofTech  and  Tandem  Computers  as  subcontractors.  The 
initial  contract  award  to  Litton  of  $12  million  for  the  first  year  has 
options  for  an  additional  II  years  with  a potential  value  of  $115 
million. 

. REMIS  is  being  developed  to  acquire  and  process  information  on 
the  maintenance  and  reliability  of  Air  Force  weapon  systems  in 
order  to  increase  Air  Force  readiness  and  sustainability. 


. The  contract  is  significant  to  SofTech  both  in  dollar  amount  and 
because  it  represents  a long-term  Air  Force  commitment. 

During  1987  SofTech  discontinued  pursuit  of  the  industrial  automation  market 
which  did  not  develop  according  to  the  company's  expectations. 


SOURCE  OF  REVENUE 


• Ninety-eight  percent  of  SofTech's  fiscal  1987  revenue  was  derived  from 
professional  services.  The  remaining  2%  was  derived  from  software  license 
fees,  royalties,  and  maintenance  fees. 

• Approximately  80%  of  SofTech's  fiscal  1987  revenue  was  derived  from  profes- 
sional services  provided  to  the  federal  government,  either  by  prime  contract 
or  subcontract.  The  remaining  20%  of  revenue  was  derived  from  other  gov- 
ernment and  commercial  clients.  A further  breakdown  of 'revenue  follows: 


U.S.  Navy 

52% 

U.S.  Army 

12 

U.S.  Air  F orce 

16 

Other  government 

3 

NTT  of  Japan 

12 

Other  commercial 

_5 

100% 
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COMPANY  PROFILE 


SOFTECH,  INC. 

460  Totten  Pond  Road 
Waltham,  MA  02254 
(617)  890-6900 


Douglas  T.  Ross,  Chairman 
Justus  F.  Lowe,  Jr.,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  588  (Full  and  Part- 
Time) 

Total  Revenue,  Fiscal  Year  End 


5/31/86:  $45’ 148, 182 


THE  COMPANY 


SofTech  Inc.,  incorporated  in  Massachusetts  in  1969,  provides  custom  software 
development,  integrated  systems,  and  consulting  professional  services.  The 
major  portion  of  SofTech's  business  is  with  the  Department  of  Defense  (DoD) 
providing  systems  software  for  embedded  computers. 

On  April  14,  1986,  SofTech  acquired  AMG  Associates,  Inc.  (AMGA)  of 
Arlington  (VA)  for  $1.5  million  plus  possible  contingent  payments  based  on 
AMGA's  future  performance  through  fiscal  1989. 

AMGA  designs  custom  software  systems  and  related  applications  for 
automatic  test  equipment.  AMGA  reported  revenue  of  approximately 
$3.4  million  for  calendar  1985. 

The  acquisition  was  accounted  for  as  a purchase.  AMGA's  financials 
have  been  included  in  SofTech's  results  from  the  data  of  acquisition. 

AMGA  now  operates  as  a wholly  owned  subsidiary  of  SofTech. 

Fiscal  1986  revenue  reached  $45.1  million,  a 24%  increase  over  fiscal  1985 
revenue  of  $36.4  million.  Net  income  was  $2.2  million  in  fiscal  1986, 
compared  to  net  losses  of  $1.8  million  in  fiscal  1985.  A five-year  financial 
summary  follows: 


I of  9 

October  1 986 


©1986  by  INPUT.  Reproduction  Prohibited 


INPUT 


SOFTECH,  INC. 


SOFTECH,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


• SofTech  management  attributes  the  increase  in  fiscal  1986  revenue  to  the 
strong  performance  of  the  company's  professional  services  business. 


Sales  to  the  U.S.  government,  the  company's  primary  revenue  source, 
increased  19%  during  fiscal  1986. 

Selling,  general,  and  administrative  expenses  were  $6.4  million  (14%  of 
revenue)  during  fiscal  1986,  compared  to  $8.7  million  (24%  of  revenue) 
in  fiscal  1985,  and  $11.4  million  (26%  of  revenue)  in  fiscal  1984.  The 
decline  of  these  expenses  during  fiscal  1986  was  attributed  to  the 
curtailment  of  SofTech  Microsystems,  Inc.  operations  at  the  end  of 
fiscal  1985  (described  below). 


e The  decrease  in  fiscal  1985  revenue  was  the  result  of  delays,  ranging  from 
three  to  nine  months,  in  receiving  anticipated  custom  software  contracts  from 
the  federal  government,  and  lower  revenue  from  the  company's  micro- 
computer software  subsidiary,  SofTech  Microsystems.  During  fiscal  1985, 
1984,  and  1983,  SofTech  Microsystems  contributed  revenue  of  $2.2  million, 
$8.4  million,  and  $7.6  million,  respectively. 
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Despite  cost-cutting  measures  and  a repositioning  of  microcomputer 
product  sales  through  retail  distribution  channels,  SofTech  Micro- 
systems continued  to  lose  money  throughout  fiscal  1985. 

. On  May  30,  1985,  SofTech  announced  its  intention  to  curtail 
operations  of  SofTech  Microsystems  and  offer  for  sale  the 
subsidiary's  product  lines.  As  a result,  SofTech  recorded 
provisions  for  estimated  losses  totaling  $4.1  million  in  the  fourth 
quarter  of  fiscal  1985. 

. Total  SofTech  Microsystems'  pre-tax  losses  for  fiscal  1985 
amounted  to  approximately  $7.5  million. 

On  October  30,  1985,  SofTech  announced  the  sale  of  the  products, 
assets,  and  licenses  of  SofTech  Microsystems  to  Pecan  Software 
Systems,  Inc.  of  Brooklyn  (NY). 

• Revenue  for  the  three  months  ending  August  29,  1986  was  $10.7  million,  a 
12%  increase  over  $9.5  million  for  the  same  period  in  1985.  Net  income  was 
$475,000,  compared  to  $442,000  for  the  same  period  a year  ago. 

• SofTech  is  currently  organized  into  three  major  operating  groups  and  one 
subsidiary  as  follows: 

The  Federal  Systems  Group,  with  174  employees,  focuses  on  the  design 
of  systems  software  tools  and  applications  for  embedded  computers 
that  are  integrated  into  major  weapon  systems. 

The  Government  Systems  Group,  with  115  employees,  focuses  on 
developing  systems  software,  applications,  and  software  methodologies 
for  the  U.S.  Navy  and  Air  Force. 

The  Systems  Sciences  Group,  with  185  employees,  focuses  on  software 
verification  and  validation,  advanced  software  engineering,  standard- 
ized language  support,  and  simulation. 

AMG  Associates,  Inc.,  with  31  employees,  provides  custom  software 
and  related  services  for  automatic  test  equipment. 

• As  of  May  31,  1986,  SofTech  had  564  full-time  and  24  part-time  employees, 
segmented  as  follows: 

Marketing/sales/customer  support  12 

Engineering  466 

General  and  administrative  I I 0 

588 

• Major  competitors  include  Computer  Sciences  Corporation,  Logicon,  and 
Intermetrics. 
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KEY  PRODUCTS  AND  SERVICES 

• Ninety-nine  percent  of  SofTech's  fiscal  1986  revenue  was  derived  from  profes- 
sional services.  The  remaining  1%  was  derived  from  software  license  fees, 
royalties,  and  maintenance  fees. 

• SofTech's  professional  services  include  the  design,  development,  implementa- 
tion, and  validation  of  computer  software  systems  for  customers  in  defense, 
civilian,  commercial,  and  international  markets. 

Since  1975  SofTech  has  been  working  with  all  facets  of  Ada,  the 
standard  DoD  programming  language. 

For  the  U.S.  Army  Communications-Electronic  Command,  SofTech 
developed  the  Ada  Language  System  (ALS). 

. Delivered  to  the  Army  in  January  1985,  ALS  meets  DoD  Ada 
Programming  Support  Environment  requirements  and  includes  a 
validated  Ada  compiler  and  over  70  other  software  tools  for 
developing  and  maintaining  programs  written  in  the  Ada 
language. 

. Originally  hosted  on  the  DEC  VAX  family  of  computers  under 
the  VMS  operating  system,  and  targeted  both  to  the  VAX  family 
and  to  the  Military  Computer  Family,  the  ALS  is  itself  written 
in  Ada  and  is  designed  to  be  rehosted  and  retargeted  to  a wide 
variety  of  other  computers. 

. In  1986  the  Army  concluded  its  exclusive  sponsorship  of  the  ALS 
and  announced  a release  program  under  which  the  ALS  would  be 
made  broadly  available  to  the  private  sector  for  further 
development  and  enhancement  and  for  use  in  developing  applica- 
tion software. 

. SofTech  retains  rights  to  market  the  ALS  and  to  provide 
maintenance,  support,  and  future  enhancements. 

Under  a U.S.  Air  Force  contract,  SofTech  retargeted  the  ALS  to  the 
Intel  8086  microprocessor  in  support  of  the  Air  Force's  Minimum 
Essential  Emergency  Communications  Network  program.  SofTech  has 
also  developed  software  tools  for  the  Intel  80186  and  80286  micro- 
processors. 

The  Naval  Sea  Systems  Command  has  awarded  SofTech  a $7  million 
contract  to  develop  a fuli  Ada  production  system  based  upon  the  ALS 
for  the  Navy's  standard  AN/UYK-44  embedded  16-bit  minicomputer. 

Under  a separate  contract  with  the  Naval  Ocean  Systems  Center, 
SofTech  is  developing  a Common  Ada  Programming  Support  Environ- 
ment Interface  Set  (CAIS). 
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In  October  1985  SofTech  signed  a $14  million  agreement  with  Nippon 
Telegraph  and  Telephone  Corporation  (NTT)  of  Japan  to  rehost  and 
retarget  the  ALS  to  NTT's  proprietary  computers. 

For  NASA  and  the  University  of  Houston  Clear  Lake,  SofTech  is 
providing  Ada  software  technology  support  for  the  Space  Station 
Program. 

Under  separate  contracts  for  the  U.S.  Army,  SofTech  has  developed 
Ada  and  ALS  training  curriculum,  courses,  and  materials  and  has 
provided  Ada  training  courses  to  Army  personnel  in  preparation  for  the 
Army  World  Wide  Military  Command  and  Control  System  moderniza- 
tion program. 

SofTech  has  licensed  ALS  to  a number  of  defense  and  aerospace 
contractors,  including  Allied  Bendix,  Boeing,  British  Aerospace, 
Honeywell,  Litton,  Plessey  Systems,  RCA,  Rockwell,  and  Sperry. 
Distributors  for  the  ALS  have  been  established  in  the  U.K.  and  Israel. 

Other  software  developed  by  SofTech  includes  the  following: 

. Naval  System  Software.  SofTech  has  been  involved  in  the 
development  of  various  U.S.  Navy  standard  system  software 
tools,  including  a standard  operating  system  for  the  Navy's  small 
computer  family  and  a portable  support  system  for  its  standard 
large  computer  family. 

SDEX/M,  a standard  executive,  was  developed  for  the 
Naval  Sea  Systems  Command  by  SofTech  for  the 
AN/AYK-20,  AN/AYK-14,  AN/UYK-20A,  and  AN/UYK- 
44  standard  tactical  embedded  minicomputers.  A 
derivative  of  SDEX/M,  known  as  STEX,  has  been  licensed 
to  Fujitsu  for  use  by  Japan's  Island  Defense  Force. 

Softech  also  developed  an  Instruction  Set  Architecture 
simulator,  known  as  SIM/L,  for  the  Navy,  which 
reproduces  hardware  functions  of  the  AN/UYK-7  and 
AN/UYK-43  military  computers. 

For  the  Naval  Avionics  Center,  SofTech  is  designing  a 
microcode  support  system  for  the  SN/AYK-14  standard 
Navy  computer. 

. Signal  Processing  Software.  SofTech  has  been  the  major 
developer  of  ACOS,  a new  high-level  methodology  for 
developing  signal-processing  software.  ACOS  is  designed  to 
permit  a signal  processing  application  developer  to  translate  a 
graphical  representation  of  a signal  processing  function  into  an 
executable  program  for  the  AN/UYS-I  signal  processor. 
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• Independent  verification  and  validation  (IV&V)  services  provided  by  SofTech 
include  the  following: 

Since  1976,  SofTech  has  been  providing  IV&V  services  for  the  U.S.  Air 
Force's  Precision  Location  Strike  System,  a reconnaissance  system  used 
to  locate  and  strike  enemy  radar  emitters. 

Under  another  Air  Force  contract,  SofTech  is  providing  IV&V  services 
on  the  Terrain  Following/Avoidance  software  and  the  Offensive  Radar 
System  software  for  the  B-IB  Strategic  Bomber. 

In  the  civilian  marketplace,  SofTech  is  assisting  Gulfstream  Aerospace 
with  software  validation  to  support  FAA  certification  of  business 
aircraft. 

As  contractor  for  the  Air  Force's  Language  Control  Facility,  SofTech  is 
providing  assistance  to  the  Air  Force  in  language-standardization 
activities  and  is  responsible  for  validating  all  Ada  and  JOVIAL  J73 
compilers  used  in  Air  Force  projects. 

* Systems  engineering  and  integration  services  provided  by  SofTech  include  the 
following: 

SofTech  has  developed  a methodology  known  as  SADT  (Structured 
Analysis  and  Design  Technique)  to  assist  in  the  analysis  and  design  of 
computer-based  systems  and  offers  licensing,  training,  and  consulting 
assistance  in  its  use. 

. SofTech  has  contributed  to  the  U.S.  Air  Force  program  for 
Integrated  Computer-Aided  Manufacturing  (ICAM)  and  to  the 
development  of  the  ICAM  Definition  modeling  methodology. 

. SADT  has  been  licensed  to  commercial  clients  such  as  Inter- 
national Telephone  & Telegraph,  Philips,  General  Motors, 
Toshiba  in  Japan,  and  Scientific  Control  Corporation  in 
Germany. 

Since  1981  SofTech  has  been  providing  a range  of  systems  engineering 
and  integration  services  for  the  Naval  Avionics  Center  (NAC)  in 
Indianapolis  (IN). 

. SofTech  is  evaluating  avionics  systems  for  a sonar-searching 
helicopter. 

. The  company  is  also  involved  in  the  EP-3  Conversion  in  Lieu  of 
Procurement  (CILOP)  program  for  the  EP-3,  the  Navy's  land- 
based  reconnaissance  aircraft.  Services  include:  preparing  a 

system  integration  test  plan;  performing  a study  on  the  integra- 
tion of  the  Joint  Tactical  Information  Distribution  System 
(JTIDS)  into  the  EP-3;  developing  interface  design  specifica- 
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tions;  developing  the  digital  processing  and  control  architecture 
for  equipment,  computers,  and  software;  evaluating  intelligence 
data  bases  for  use  with  the  EP-3;  performing  maintenance 
engineering  and  integrated  logistics  support  analyses  for  the  new 
avionics;  and  planning  future  enhancements  beyond  CILOP  as 
well  as  NAC's  role  in  supporting  the  upgraded  EP-3  when  it 
becomes  operational. 

. For  several  years,  SofTech  has  provided  systems  engineering  and 
integration  services  in  the  design,  development,  and  installation 
of  the  Air  Force's  Integrated  Readiness  Measurement  System 
(AFIRMS),  a prototype  decision  support  system  which  has  been 
installed  at  a Tactical  Fighter  Wing  and  at  USAFE  headquarters 
in  West  Germany  and  in  the  Pentagon  Readiness  Assessment 
organization  to  provide  commanders  at  all  levels  with  informa- 
tion on  force  readiness  and  capability. 

• Command,  control,  and  communications  systems  activities  conducted  by 
SofTech  include  the  following: 

The  U.S.  Army  Strategic  Defense  Command  recently  awarded  SofTech 
a $3.4  million,  three-year  contract  to  develop  the  conceptual  design  for 
a Distributed  Data  Management  System  (DDMS)  to  support  the 
Strategic  Defense  Initiative's  command,  control,  communication,  and 
battle  management  functions. 

• Other  custom  software  and  systems  engineering  projects  include  the 
following: 

Department  of  Energy:  Since  1976,  SofTech  has  been  providing 

software  development  and  support  services  to  the  San  Francisco  office 
of  the  Department  of  Energy  (DOE). 

. A major  system  developed  for  the  DOE  by  SofTech  is  used  to 
report  financial  activities  for  multimillion  dollar  projects  such 
as  those  performed  at  Lawrence  Livermore  National  Laboratory 
and  the  Stanford  Linear  Accelerator  Center.  This  system  has 
since  been  extended  nationwide  to  all  DOE  operations  offices. 

. DOE  recently  awarded  SofTech  a $3.1  million  three-year 
contract  to  develop  software  for  administrative  control  of 
funds,  project  management,  purchase  order  tracking,  property 
management,  networking,  and  communications. 

Industrial  Systems:  In  the  industrial  marketplace,  SofTech  has  applied 
technologies  such  as  computer-aided  design,  computer-aided  engi- 
neering, computer-aided  manufacturing,  communications  and  net- 
working, and  distributed  data  base  management  to  a variety  of 
industrial  production  systems.  Efforts  have  typically  focused  on 
system  integration  and  control. 
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. The  company  has  been  involved  in  factory  modernization 
projects  with  manufacturers  of  computers,  automobiles,  air- 
planes, and  ships.  These  projects  have  ranged  from  the 

conceptual  planning  of  new  factories  to  the  design  and  imple- 
mentation of  integrated  factory  control  systems  and  local  area 
networks. 

. For  General  Motors,  SofTech  has  helped  develop  an  Operational 
Reporting  and  Analysis  System  and  a Corporate-Wide  Graphics 
System,  and  has  participated  in  the  development  of  a turnkey 
CAD/CAM  system.  The  work  performed  for  GM  included 

specifying  the  functional  characteristics  for  "factory-of-the- 
future"  manufacturing  operations,  assessing  the  need  for  flexible 
manufacturing  operations,  and  developing  a high  speed,  real- 
time data-acquisition  system. 

Computer-Aided  Naval  Ship  Design.  Since  1981,  SofTech  has  been 
working  with  the  Naval  Sea  Systems  Command  (NAVSEA),  which  has 
responsibility  for  all  surface  ship  design  for  the  U.S.  Navy. 

. The  company  assisted  NAVSEA  in  developing  an  implementation 
plan  for  a complete,  integrated  environment  for  computer-aided 
design.  The  company  has  implemented  an  integrated  data  base 
system,  control  software  for  the  engineering  environment,  and 
applications  software  for  ship  design. 

. In  addition  to  developing  software  packages  for  NAVSEA, 
SofTech  is  also  working  to  link  existing  application  packages 
with  the  design  data  base. 

• SofTech's  wholly  owned  subsidiary,  AMG  Associates  (AMGA),  is  a designer  of 
custom  software  systems  and  applications  for  Automatic  Test  Equipment 
(ATE). 


AMGA  provides  ATE  systems  engineering,  software  development,  and 
training  services  for  commercial  and  military  use  in  avionic,  propul- 
sion, navigation,  and  electro-optic  systems. 

AMGA  has  experience  in  the  use  of  ATLAS,  the  international  standard 
language  for  all  ATE  applications.  AMGA  has  developed  a rehostable 
and  retargetable  ATLAS  compiler,  an  ATLAS  test  program  set 
development  environment,  an  automatic  validation  and  verification 
analyzer,  and  other  ATLAS  software  tools,  language  extensions,  and 
application  programs. 

AMGA's  customers  have  included  the  U.S.  Navy,  Air  Force,  and  Army, 
as  well  as  Pratt  and  Whitney,  Litton,  Bendix,  Grumman,  and  Harris. 
AMGA  is  currently  engaged  in  a multi-year  ATE  consulting  contract 
with  the  State  of  Israel. 
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INDUSTRY  MARKETS 

• Approximately  79%  of  SofTech's  fiscal  1986  revenue  was  derived  from  profes- 
sional services  provided  to  the  federal  government,  either  by  prime  contract 
or  subcontract.  The  remaining  21%  of  revenue  was  derived  from  commercial 
clients.  A further  breakdown  of  revenue  follows: 


U.S.  Navy 

38% 

U.S.  Army 

19 

U.S.  Air  Force 

19 

Other  government 

3 

NTT  of  Japan 

16 

Other  commercial 

_5 

100% 

• As  of  May  31,  1986,  SofTech  had  65  different  government  contracts. 

GEOGRAPHIC  MARKETS 

• Eighty-four  percent  of  SofTech's  fiscal  1986  revenue  was  derived  from  the 
U.S.  and  16%  was  derived  from  Japan  (NTT  of  Japan). 

• Branch  offices  are  located  in  Alexandria  (VA);  Blue  Bell  (PA);  Fairborn  (OH); 
Houston  (TX);  Indianapolis  (IN);  Middleton  (RI);  Oakland,  San  Diego,  and 
Sunnyvale  (CA);  Rome  (NY);  Shrewsbury  (NJ);  and  Warren  (Ml). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• SofTech  has  the  following  equipment  installed  at  its  data  center  in  Waltham. 

I IBM  434 1 , VM/CMS,  MVS/OS. 

I IBM  System  38. 

6 DEC  PDP  I I /780s,  VMS. 

20  IBM  PCs. 

I IBM  XT. 

I Apple  II. 

I Apple  lie. 

6 Compaqs. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  NOVEMBER  1984 


SOFTECH,  INC. 

460  Totten  Pond  Road 
Waltham,  MA  02254 
(617)  890-6900 


Douglas  T.  Ross,  Chairman 
Justus  F.  Lowe,  Jr.,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  542 
Total  Revenue,  Fiscal  Year  End 
5/31/85:  $36,432,609 


SOFTECH,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


• SofTech  management  attributes  revenue  declines  and  net  losses  to  the 
following: 


The  decrease  in  fiscal  1985  revenue  was  the  result  of  delays,  ranging 
from  three  to  nine  months,  in  receiving  anticipated  custom  software 
contracts  from  the  federal  government,  and  lower  revenue  from  the 
company's  subsidiary,  SofTech  Microsystems.  During  fiscal  1985,  1984, 
and  1983,  SofTech  Microsystems  contributed  revenue  of  $2.2  million, 
$8.4  million,  and  $7.6  million,  respectively. 
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Despite  cost-cutting  measures  and  a repositioning  of  microcomputer 
product  sales  through  retail  distribution  channels,  SofTech  Micro- 
systems continued  to  lose  money  throughout  fiscal  1985. 

. On  May  30,  1985,  SofTech  announced  its  intention  to  curtail 
operations  of  SofTech  Microsystems  and  offer  for  sale  the 
subsidiary's  product  lines.  As  a result,  SofTech  recorded 
provisions  for  estimated  losses  totaling  $4.1  million  in  the  fourth 
quarter  of  fiscal  1 985. 


. Total  SofTech  Microsystems'  pre-tax  losses  for  fiscal  1985 
amounted  to  approximately  $7.5  million. 

Revenue  for  the  three  months  ending  August  30,  1985  reached  $9.5  million,  a 
19%  increase  over  $8  million  reported  for  the  same  period  last  year.  Net 
income  was  $441,876,  compared  to  net  losses  of  $346,901  for  the  same  period 
a year  ago. 


SOURCE  OF  REVENUE 


Approximately  94%  of  SofTech's  fiscal  1985  revenue  was  derived  from  profes- 
sional services.  The  remaining  6%  was  derived  from  microcomputer  software 
products.  A three-year  summary  of  source  of  revenue  follows  ($  millions): 


Custom  Software 
Services 

. Percent  increase 
(decrease)  from 
previous  year 


5/85  5/84  5/83 

$34.2  $35.2  $27.9 

(3%)  26%  29% 


Microcomputer  Software 
Products 

. Percent  increase 
(decrease)  from 
previous  year 


$ 2.2  $ 8.4  $ 7.6 

(74%)  I I % 73% 


Contracts  with  the  U.S.  government  are  the  company's  primary  revenue 
source.  Sales  to  the  U.S.  government  were  approximately  $30.1  million,  $30.1 
million,  and  $23.9  million  in  fiscal  1985,  1984,  and  1983,  respectively. 


Time  and  materials  and  cost-reimbursement  type  contracts  accounted 
for  approximately  94%  of  SofTech's  government  revenue. 
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COMPANY  HIGHLIGHT 


SOFTECH,  INC. 

460  Totten  Pond  Road 
Waltham,  MA  02254 
(617)  890-6900 


Douglas  T.  Ross,  Chairman 

Justus  F.  Lowe,  Jr.,  President  and  CEO 

Public  Corporation,  OTC 

Total  Employees:  591 

Total  Revenue,  Fiscal  Year  End 

5/31/84:  $43,558,304 


THE  COMPANY 

• SofTech  Inc.,  incorporated  in  Massachusetts  in  1969,  provides  custom  software 
development,  integrated  systems,  and  consulting  professional  services,  as  well 
as  microcomputer  software  products.  The  major  portion  of  SofTech's  business 
is  with  the  Department  of  Defense  (DoD)  providing  systems  software  for 
embedded  computers. 

• Fiscal  1984  revenue  was  $43.6  million,  a 23%  increase  over  fiscal  1983 
revenue  of  $35.5  million.  Net  income  declined  approximately  24%  from  $2 
million  in  fiscal  1983  to  $1.5  million  in  fiscal  1984.  A five-year  financial 
summary  follows: 


SOFTECH,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 


($  thousands,  except  per  share  data) 
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• SofTech  management  attributes  declines  in  fiscal  1984  net  income  to  the 
following  factors: 

In  September  1983  Osborne  Computer  Corporation,  a SofTech 
customer,  initiated  bankruptcy  proceedings.  Accordingly,  SofTech 
elected  to  write  off  all  accounts  receivable  from  Osborne,  amounting 
to  $1,407,000. 

The  company's  microcomputer  software  subsidiary,  SofTech  Micro- 
systems, incurred  losses  in  the  third  and  fourth  quarters  due  to  the 
declining  demand  for  its  products. 

• Revenue  for  the  three  months  ending  August  31,  1984  was  approximately  $8 
million,  as  compared  with  $9.5  million  for  the  same  period  in  1983.  Net  losses 
for  the  quarter  were  $347,000  compared  to  net  income  of  $515,000  last  year. 
SofTech  management  attributes  these  declines  to  losses  at  SofTech  Micro- 
systems. 

• Research  and  development  expenditures  were  approximately  $613,000, 
$472,000,  and  $433,000  in  fiscal  1984,  1983,  and  1982,  respectively. 

• In  December  1982  SofTech  made  a public  offering  of  283,000  shares  of 
common  stock.  Net  proceeds  to  the  company  of  approximately  $8.5  million 
have  been  invested  in  short-term  notes. 

• SofTech  is  organized  into  a Federal  Systems  Group,  a Government  Systems 
Group,  an  Industrial  Systems  Group,  and  a Systems  Sciences  Group.  Each 
focuses  on  specific  markets  for  custom  software  development  and  related 
services.  The  company's  subsidiary,  SofTech  Microsystems,  Inc.  (headquar- 
tered in  San  Diego)  markets  microcomputer  software  products. 

• As  of  May  31,  1984  SofTech  employed  591  full-  and  part-time  persons, 
segmented  as  follows: 


Marketing/sales/customer  support 

35 

Software  services 

388 

General  and  administrative 

168 

591 

Of  this  number,  approximately  100  are  employed  by  SofTech  Micro- 
systems. 

• Major  competitors  for  professional  service  contracts  are  Computer  Sciences 
Corporation,  Logicon,  and  Intermetrics.  Competitors  of  SofTech  Micro- 
systems are  Microsoft  and  Digital  Research. 
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KEY  PRODUCTS  AND  SERVICES 

• Approximately  81%  of  SofTech's  fiscal  1984  revenue  was  derived  from  profes- 
sional services.  The  remaining  19%  was  derived  from  microcomputer  soft- 
ware products.  A three-year  summary  of  source  of  revenue  follows  ($  mil- 
lions): 


5/84  5/83  5/82 


Custom  Software 
Services 

. Percent  increase 
from  previous  year 


$35.2  $27.9  $21.6 

26%  29%  16% 


Microcomputer  Software  $ 8.4 
Products 

. Percent  increase 
from  previous  year  1 1 % 


$ 7.6  $ 4.4 

73%  100% 


The  Federal  Systems  Group  (FSG),  with  approximately  85  employees,  focuses 
on  the  design  of  systems  software  tools  and  applications  for  embedded 
computers  that  are  integrated  into  major  weapon  systems.  Since  1978 
SofTech  has  been  working  with  all  facets  of  Ada,  the  standard  DoD  program- 
ming language. 

FSG  is  developing  the  Ada  Language  System  (ALS)  for  the  U.S.  Army. 
The  ALS  contains  more  than  70  software  tools  necessary  to  develop  and 
maintain  large  systems  written  in  Ada  and  will  be  used  in  developing 
future  weapon  systems  software. 

In  1983  FSG  won  a three-year,  $3.8  million  contract  to  provide  mainte- 
nance for  the  ALS. 


In  1983  SofTech  signed  an  agreement  with  an  Air  Force  contractor  to 
incorporate  Intel's  8086  microprocessor  capabilities  into  the  ALS. 

SofTech  is  offering  an  extended  ALS  through  Intel.  Intel  is  reference 
selling  this  ALS  product,  which  will  be  the  only  Ada  product  to  enable 
8086  users  to  employ  Intel's  advanced  debuggers. 

Other  Ada  involvement  in  FSG  has  included  applying  artificial  intelli- 
gence techniques  to  verify  the  consistency  of  the  Ada  language  refer- 
ence manual,  providing  Ada  consulting  to  military  communication 
systems  programs,  and  extending  the  Ada  Compiler  Validation  Cap- 
ability test  suite  to  ensure  compiler  conformity  to  the  Ada  standard. 

• The  Government  Systems  Group  (GSG),  with  approximately  95  employees, 
focuses  on  developing  system  software,  applications,  and  software  methodol- 
ogies for  the  Navy  and  Air  Force. 
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GSG  has  been  awarded  contracts  for  $2.7  million,  $4.4  million,  and  $1.4 
million  to  design  and  install  the  Air  Force  Integrated  Readiness 
Measurement  System. 

. This  is  a command  decision  support  system  that  is  currently  in 
prototype  operation  at  a Tactical  Fighter  Wing  in  West 
Germany. 

. Operational  prototype  systems  are  scheduled  for  the  fall  of  1984 
in  USAFE  Headquarters  in  Germany  and  in  the  Pentagon  Readi- 
ness Assessment  organization. 

GSG  has  developed  standard  operating  systems  for  the  Navy's  em- 
bedded computers,  as  well  as  a new  high-level  methodology  for  devel- 
oping signal  processing  software. 

GSG  is  also  developing  an  Ada  pilot  production  capability  using  the  Ada 
Language  System  for  the  AN/UYK-44,  a Navy  standard  embedded 
computer  used  in  mission  critical  applications.  The  contract  was 
awarded  in  1984. 

• The  Industrial  Systems  Group  (ISG),  with  63  employees,  specializes  in  devel- 
oping systems  to  improve  productivity  and  in  developing  proprietary  industrial 
software  products. 

ISG  applies  computer-aided  design  (CAD),  computer-aided  engineering 
(CAE),  computer-aided  manufacturing  (CAM),  communications  and 
networking,  and  distributed  data  base  management  to  industrial  and 
government  production  systems,  focusing  on  system  integration  and 
control. 

ISG  is  participating  in  the  development  of  a CAD/CAM  system  for 
General  Motors  and  its  various  divisions. 

ISG  is  developing  and  supporting  an  IBM-based  turnkey  CAD/CAM 
system  under  a contract  with  General  Motors. 

The  group  is  involved  in  factory  modernization  projects  with  Letter- 
kenny  Army  Depot,  Pratt  and  Whitney,  Avco  Aerostructures,  Colt 
Industries,  GM  Saginaw  Steering  Gear,  Newport  News  Shipbuilding,  and 
Raytheon  Microwave  and  Power  Tube.  These  projects  range  from  the 
conceptual  planning  of  new  factories  to  the  design  and  implementation 
of  integrated  factory  control  systems  and  local  area  networks  in  the 
factory. 

As  a subcontractor  to  General  Electric  on  an  Air  Force  program,  ISG  is 
developing  a network  operating  system  to  allow  common  access  to  data 
on  varied  computers. 
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. ISG  is  building  the  support  system  for  a prototype  that  provides 
a common  interface  to  data  and  applications  on  IBM,  Honeywell, 
and  DEC  computers  via  a local  area  network. 

. The  first  beta  test  of  this  system  will  be  in  a sheet  metal  center 
of  Boeing  Military  Airplane  Company  in  Wichita  in  the  fall  of 
1984. 

Since  1981  ISG  has  been  working  with  the  Naval  Sea  Systems  Command 
(NAVSEA)  in  the  area  of  surface  ship  design  for  the  U.S.  Navy.  ISG  is 
assisting  NAVSEA  in  developing  an  implementation  plan  for  an  inte- 
grated CAD  environment.  The  group  has  implemented  an  integrated 
data  base  system,  control  software  for  the  engineering  environment, 
and  applications  software  for  ship  design.  ISG  is  also  integrating 
existing  applications  packages  with  the  design  data  base. 

• The  Systems  Sciences  Group  (SSG),  with  145  employees,  focuses  on  software 
verification  and  validation  (V&V),  advanced  software  engineering,  standard- 
ized language  support,  and  simulation. 

Since  1976,  SSG  has  been  involved  with  V&V  for  the  U.S.  Air  Force's 
Precision  Location  Strike  System.  During  1984  SofTech  opened  an 
office  in  Sunnyvale  (CA)  to  support  the  test  and  evaluation  phase  of 
this  program. 

SSG  is  also  performing  V&V  for  the  Air  Force's  B-IB  Terrain  Follow- 
ing/Avoidance and  Offensive  Radar  System  software. 

In  1983  SSG  was  awarded  a $2  million  contract  to  support  the  Language 
Control  Facility  at  Wright-Patterson  AFB,  Ohio. 

. SSG  will  assist  in  language  standardization  activities  and  is 
responsible  for  validating  JOVIAL  and  Ada  compliers. 

. The  contract  has  two  one-year  options  that  could  bring  the  total 
contract  value  to  $6.5  million. 

During  1983  the  group  received  a $10.3  million  contract  to  assist  the 
Naval  Avionics  Center  with  various  software  development  and  engi- 
neering services,  including  navigation  software  for  the  ARIES  I I 
reconnaissance  plane,  evaluating  avionics  systems  for  a sonar  searching 
helicopter,  and  designing  a microcode  support  system  for  the  AN/AYK- 
1 4 standard  Navy  computer. 

• SofTech's  subsidiary,  SofTech  Microsystems,  markets  microcomputer  software 
products.  During  the  first  quarter  of  fiscal  1985  the  subsidiary  repackaged  its 
software  offerings  as  follows: 

The  Designer  Series™  is  a complete  program  development  and  execu- 
tion environment  available  for  a wide  range  of  popular  microcomputers 
and  host  operating  systems. 
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. Features  include  a command  menu,  screen  editor,  file  manager, 
library  manager,  disk  recovery  tools,  and  print  utilities. 

. The  Designer  Series  includes  a choice  of  UCSD  Pascal  or 
FORTRAN-77  language  compilers.  The  price  is  $195  for  the 
UCSD  Pascal  system  and  $295  for  the  FORTRAN  system  under 
the  Macintosh  environment,  and  $395  for  the  UCSD  Pascal  or 
FORTRAN  system  under  Sof Tech's  p-System™  or  MS-DOS 
operating  system. 

. Also  available  are  a UCSD  Pascal  compiler  for  $150  as  an  add- 
on to  the  FORTRAN  system,  a FORTRAN  compiler  for  $225  as 
an  add-on  to  the  Pascal  system,  and  an  Advanced  Development 
Tool  Kit  for  $150. 

The  MacAdvantage:  UCSD  Pascal™  is  a complete  development 

environment  designed  for  the  Apple  Macintosh.  This  product  allows 
access  to  the  Macintosh  hardware  and  operating  system  services  and 
includes  a Macintosh  program/text  editor,  a UCSD  Pascal  compiler,  a 
debugger,  and  a resource  compiler.  All  of  these  operate  under  direct 
control  of  the  Macintosh's  operating  system. 

. The  MacAdvantage:  UCSD  Pascal  is  designed  for  developers 

whose  programs  must  create  and  read  standard  Macintosh  files 
under  control  of  the  FINDER,  and  whose  applications  require 
pull-down  menus,  access  to  the  Desk  Accessories,  or  multiple 
windows. 

. The  MacAdvantage:  UCSD  Pascal  is  available  for  $295. 
Educational  products  include: 

. The  Learning  Environment,  which  facilitates  instruction  in 
beginning  programming  courses.  It  is  offered  in  UCSD  Pascal 
and  FORTRAN-77  and  is  available  for  the  IBM  PC  and  PC 
compatibles.  Price  varies  depending  on  the  number  of  copies 
purchased. 

. The  Development  Environment,  which  is  appropriate  for  instruc- 
tion from  beginning  classes  through  advanced  operating  system 
architecture  courses  and  is  available  for  most  popular  micro- 
computers. Price  varies  depending  on  the  number  of  copies 
purchased. 

The  p-System™  microcomputer  operating  system,  Insight  Window 
Designer™  programming  productivity  tools,  and  UCSD  Pascal  compiler 
are  also  available  as  separate  products. 

In  June  1984  Sof  Tech  Microsystems  announced  it  had  reached  an 
agreement  with  Business  Solutions,  Inc.  (BSI)  of  Lubbock  (TX)  that  will 
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allow  SofTech  to  publish,  market,  and  distribute  BSI's  Jack2  integrated 

software. 

. Jack2  integrates  word  processing,  graph  generation,  spreadsheet 
manipulation,  and  data  base  management  functions. 

. Jack2  sells  for  approximately  $495. 

INDUSTRY  MARKETS 

• Approximately  67%  of  SofTech's  fiscal  1984  revenue  was  derived  from  custom 
software  development  and  professional  services  to  the  Department  of 
Defense,  either  by  prime  contract  or  subcontract.  Fourteen  percent  of 
revenue  was  derived  from  custom  software  development  and  professional 
services  to  commercial  clients,  primarily  Fortune  500  companies  in  the  manu- 
facturing industry.  SofTech  Microsystems  contributed  19%  of  fiscal  1984 
revenue. 

GEOGRAPHIC  MARKETS 

• Ninety-five  percent  of  SofTech's  fiscal  1984  revenue  was  derived  from  the 
U.S.  and  5%  was  derived  from  international  sources. 

• Branch  offices  are  located  in  Fairborn  (OH);  Falls  Church  (VA);  Huntingdon 
Valley  (PA);  Indianapolis  (IN);  Middletown  (Rl);  Oakland,  San  Diego,  and 
Sunnyvale  (CA);  Rome  (NY);  Tinton  Falls  (NJ);  Waltham  (MA);  and  Warren 
(Ml). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• SofTech  has  the  following  equipment  installed  at  its  data  center  in  Waltham. 

I IBM  4341,  VM/CMS,  MVS/OS. 

I IBM  System  38. 

6 DEC  PDP  1 1 /780s,  VMS. 

20  IBM  PCs. 

I IBM  XT. 

I Apple  II. 

I Apple  lie. 

6 Compaqs. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  DECEMBER  1981 


SOFTECH,  INC. 

460  Totten  Pond  Road 
Waltham,  MA  02154 
(617)  890-6900 


Justus  F.  Lowe,  Jr.,  President 
Public  Corporation,  OTC 
Total  Employees:  591 
Total  Revenue,  Fiscal  Year  End 
5/31/83:  $35,498,502 


SOFTECH,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


SOURCE  OF  REVENUE 


• Approximately  79%  of  SofTech's  fiscal  1983  revenue  was  derived  from  profes- 
sional services.  The  remaining  21%  came  from  microcomputer  software 
products  marketed  by  the  company's  subsidiary,  SofTech  Microsystems,  Inc. 
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• A three-year  summary  of  source  of  revenue  follows  ($  millions): 


5/83 

5/82 

5/81 

Custom  Software 

Services 

$27.9 

$21.6 

$18.6 

. Percent  increase 
from  previous  year 

29% 

16% 

41% 

Microcomputer  Software 

Products 

$ 7.6 

$ 4.4 

$ 2.2 

. Percent  increase 
from  previous  year 

73% 

100% 

239% 
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COMPANY  PROFILE 


SOFTECH,  INC. 

460  Totten  Pond  Road 
Waltham,  MA  02154 
(617)  890-6900 


Justus  F.  Lowe,  Jr.,  President 
Public  Corporation,  OTC 
Total  Employees:  400 
Total  Revenues,  Fiscal  Year  End 
5/31/81:  $20,845,792 


THE  COMPANY 

• SofTech,  Inc.  was  incorporated  in  Massachusetts  in  1969  to  provide  profes- 
sional services,  primarily  custom  computer  software  development.  SofTech 
still  provides  custom  computer  software  services,  specifically  for  use  in 
computerized  military  weapon  systems.  The  company  has  also  been  actively 
involved  in  the  development  of  high  order,  advanced  programming  languages, 
standardized  operating  systems,  and  validation  and  verification  of  military 
software. 

• Fiscal  year  1981  revenue  reached  $20,846,000,  an  increase  of  51%  over  FY 
1980's  513,832,000.  A five-year  financial  summary  follows: 


SOFTECH,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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• SofTech's  revenue  growth  is  attributed  to  an  increase  in  federal  government 
contracts  and  the  establishment  of  SofTech  Microsystems,  which  contributed 
revenues  of  approximately  $658,000  and  $2.2  million  during  fiscal  1980  and 
1981  respectively. 

SofTech  Microsystems,  Inc.  was  formed  as  a subsidiary  of  SofTech  in 
1980  in  order  to  diversify  into  the  microcomputer  software  products 
market. 

Lower  than  average  earnings  in  FY  1980  resulted  from  significant 
startup  costs  experienced  by  SofTech  Microsystems  in  its  first  operat- 
ing year. 

• In  August  1981,  562,750  shares  of  SofTech  stock  were  sold  publically  by 
Hambrecht  and  Quist.  Proceeds  from  the  sale  will  be  used  to  finance  the 
continued  expansion  of  SofTech  Microsystems  and  to  provide  working  capital 
for  expansion  of  the  company's  custom  software  services  business. 

• SofTech  is  organized  into  a Federal  Systems  Group,  CAD/CAM  Division, 
California  Division,  Commercial  Systems  Division,  and  one  subsidiary,  SofTech 
Microsystems.  Each  focuses  on  a specific  market  for  custom  software  and 
related  services. 

• SofTech,  Inc.  employs  400  people,  divided  as  follows: 


Marketing  and  sales  23 

Software  services /customer 
support  315 

Computer  operations  8 

General  and  administrative  54 


400 

• Major  competitors  for  professional  service  contracts  are  Computer 
Sciences,  Logicon,  Intermetrics,  and  SEA.  Competitors  of  SofTech  Micro- 
systems are  Microsoft  and  Digital  Research. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  89%  of  SofTech's  total  FY  1981  revenue  was  derived  from 
professional  services.  The  remaining  11%  came  from  software  products 
marketed  by  SofTech  Microsystems,  Inc. 

• The  following  chart  indicates  the  contribution  to  total  revenue  by  revenue 
sources  ($  thousands): 
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5/81 


5/80 


5/79  5/78  5/77 


Custom  Software 
Services 

. Percent  increase 
from  previous  year 
Microcomputer  Software 
Products 

. Percent  increase 
from  previous  year 


$18,615  $13,174 

41%  50% 

$ 2,231  $ 658 

239%  N/A 


$ 8,799  $ 5,660  $ 3,927 

55%  44% 


• SofTech's  Federal  Systems  Group  (FSG)  is  involved  in  government  projects, 
specifically  the  design  of  systems  software  for  major  weapons  systems.  FSG  is 
currently  involved  with  the  Department  of  Defense  computer  language 
standardization  efforts.  Through  several  research  and  design  contracts, 
SofTech  has  participated  in  the  development  of  Ada.*  Ada  is  expected  to 
become  the  standard  language  for  all  DOD  computers  that  are  embedded  in 
real-time  weapons,  control,  and  communications  systems. 


In  June  1980,  SofTech  was  selected  by  the  U.S.  Army  to  design, 
develop,  document,  and  verify  the  Ada  language  which  includes  Ada 
compilers  and  a programming  support  environment. 

Under  a separate  DOD  contract,  SofTech  is  developing  the  Ada 
Compiler  Validation  System  which  will  be  used  to  verify  Ada  compilers 
for  use  in  government  programs. 


Jovial  J73  is  an  interim  standard  language  and  is  currently  the  Air 
Force  Standard  High  Order  Language  for  certain  real-time  weapon 
systems. 


. SofTech  is  a supplier  of  Jovial  J73  to  the  Air  Force.  Projects 
include  developing  Jovial  compilers,  providing  training  in  the 
Jovial  J73  language,  assisting  the  Air  Force  in  administering  the 
Jovial  J73  language  standard,  and  supporting  prime  contractors 
in  the  use  of  Jovial  J73. 

. SofTech  is  supplying  Jovial  programs  to  the  MX  program  of  the 
Air  Force,  the  Army's  Pershing  II  Missile  program,  and  the  B52 
Update. 

• The  CAD/CAM  Division,  which  provides  consulting  services  to  enhance  the 
application  of  software  technology  for  manufacturing  enterprises,  has  been 
involved  in  the  Integrated  Computer  Aided  Manufacturing  (ICAM)  program  of 
the  U.S.  Air  Force.  SofTech  served  as  integration  contractor  for  the  ICAM 
program  office  and  as  principal  developer  of  the  ICAM  Definition  (IDEF) 
methodology  used  throughout  the  program. 


*Ada  is  a trademark  of  the  U.S.  Department  of  Defense. 
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• The  California  Division,  which  specializes  in  advanced  software  engineering  on 
the  west  coast,  delivered  a Jovial  J73  production  compiler  to  the  Convair 
Division  of  General  Dynamics  for  use  in  an  Air  Force  guidance  application. 

Another  contract  originating  from  this  division  was  SofTech's  selection 
by  the  Department  of  Energy  to  modify  and  maintain  the  Field  Office 
Reporting  System  (FORS). 

. SofTech  originally  developed  FORS  in  1977  using  its  Structured 
Analysis  and  Design  Technique  (SADT).  FORS  helps  the  Depart- 
ment of  Energy  manage  a complex  financial  organization. 

• SofTech's  Commercial  Systems  Division  markets  custom  software  services  to 
commercial  clients.  Since  1975  a substantial  portion  of  its  revenue  has 
resulted  from  the  use  of  SADT  (Structured  Analysis  and  Design  Technique). 
SADT  addresses  the  problems  software  professionals  face  when  analyzing  user 
requirements  for  the  design  of  computer-based  systems. 

SofTech  has  a number  of  international  contracts  for  the  use  of  SADT: 

. In  Italy,  SofTech  is  using  SADT  to  do  a technical  requirements 
definition  for  Olivetti's  new  line  of  minicomputer  products. 

. In  the  Netherlands  the  company  is  working  with  N.V.  Philips  on 
structured  systems  development. 

. SofTech  selected  Scientific  Control  Systems  (SCS)  GmbH  of 
Germany  as  agent  for  the  licensing  and  teaching  of  SADT 
technology  in  Germany,  Austria,  and  Switzerland.  SCS  has 
translated  the  SADT  course  material  into  German,  and  is  offer- 
ing courses,  consulting,  and  internal  licensing  to  major  industrial 
companies. 

. Toshiba  in  Japan  has  licensed  SADT  methodology  for  use  in  the 
development  of  large  systems  and  has  translated  it  into 
Japanese. 

• Softech's  subsidiary,  SofTech  Microsystems  (SMS)  markets  microcomputer 
software  products  and  accounted  for  1 1%  of  total  FY  1981  revenue.  It 
presently  markets  one  product,  the  UCSD  p-System*,  which  was  originally 
developed  by  the  University  of  California  at  San  Diego  (UCSD).  UCSD  p- 
System  is  an  operating  system  for  microcomputer  users  which  supports  Pascal, 
BASIC,  and  FORTRAN  77  compilers. 

UCSD  p-System  is  a program  development  and  execution  environment 
for  a variety  of  microcomputers.  The  system  was  developed  for  8-bit 
microprocessors  but  has  been  expanded  to  run  on  16-bit  micropro- 
cessors. The  operating  system  includes  text  editors,  program  libraries, 
and  file  management.  A major  characteristic  of  the  p-System  is  that  it 
allows  applications  developed  using  the  p-System  to  run,  without 
change,  on  all  computers  on  which  the  p-System  is  available. 


♦UCSD  p-System  is  a trademark  of  the  Regents  of  the  University  of  California. 
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. The  p-System  is  licensed  to  microcomputer  manufacturers,  to 
original  equipment  manufacturers,  to  developers  of  applications 
packages,  and  is  also  sold  to  end  users. 

. SofTech  Microsystems  currently  has  approximately  120  licensees 
of  UCSD  p-System.  Approximately  25  licensees  are  computer 
manufacturers  including  Texas  Instruments,  IBM,  Commodore 
Business  Machines,  Onyx,  and  Philips. 

. There  are  currently  about  50,000  installations  of  the  p-System 
which  ranges  in  price  from  $250  to  $1,250. 

INDUSTRY  MARKETS  The  Federal  Government,  either  by  prime  contract  or  sub- 
contract represented  87%  of  SofTech's  custom  services  in  fiscal  1981.  The  remaining 
13%  was  derived  from  commercial  clients,  largely  in  the  manufacturing  industry. 

GEOGRAPHIC  MARKETS 

• Five  percent  of  SofTech's  business  comes  from  international  sources  and  95% 
from  the  U.S. 

• SofTech  is  headquartered  in  Waltham  (MA),  with  offices  in  Dayton  (OH),  Falls 
Church  (VA),  Newport  (Rl),  Nutley  (NJ),  Oakland  (CA),  Rome  (NY),  San  Diego 
(CA),  Trevose  (PA),  and  Troy  (Ml). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Softech  has  the  following  equipment  installed: 

1 IBM  4341. 

2 DEC  PDP  1 1 /780s. 

I DEC  PDP  1 1/70. 

I DEC  PDP  1 1 /45. 

I Harris  1650. 

1 Microdata  4000. 

8 IBM  Personal  Computers. 

2 Altos. 

5 Apple  Ms. 
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Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


July  1996 

SoftKey  International,  Inc. 


Chairman  & CEO:  Michael  Perik 

President:  Kevin  O’Leary 

One  Athenaeum  Street 
Cambridge,  MA  02142 
Phone:  (617)494-1200 

Fax:  (617)494-1219 


Status:  Public 

Employees:  775  (3/96) 

Revenue:  $167,042,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• SoftKey  provides  a range  of  consumer 
software  products  for  PCs  that  are  available 
primarily  on  CD  ROM. 

• As  a result  of  several  acquisitions,  including 
The  Learning  Company  and  Minnesota 
Educational  Computing  Corporation, 
SoftKey  has  transformed  itself  from  a 
provider  of  budget  software  in  the  mass 
market  channel  to  a leading  seller  of 
educational  software. 


• SoftKey,  with  more  than  23,000  retail 
outlets,  pioneered  the  marketing  of  software 
through  nontraditional  outlets,  including 
bookstores,  grocery  chains,  and  discount 
stores. 

Company  Description 

SoftKey  develops,  publishes,  and  markets 
consumer  software  titles  in  the  education, 
productivity,  reference,  and  lifestyle 
categories,  targeted  at  home  and  school  users. 

• As  a result  of  acquisitions  and  internal 
development,  the  company  currently  offers 
more  than  500  titles,  ranging  in  price  from 
$12.99  to  $119. 

• The  company’s  products  are  sold  in  more 
than  23,000  stores  across  40  countries 
through  multiple  distribution  channels 
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including  retail,  direct  mail,  OEM,  and 
school  sales. 

SoftKey  was  founded  in  1982  as  SoftKey 

Software  Products,  Inc.,  focusing  on  studio 

publishing  of  consumer  software. 

• The  company  changed  its  name  to  SoftKey 
International  in  February  1994  when  it 
completed  a three-way  merger  with 
WordStar  International  (formerly  MicroPro) 
and  Spinnaker  Software  Corporation. 

• WordStar,  based  in  Novato  (CA),  provided 
word  processing  and  writing  enhancement 
software  for  PCs.  Spinnaker,  based  in 
Cambridge  (MA),  provided  productivity 
software  for  PCs. 

• Since  this  merger,  SoftKey  has  significantly 
broadened  its  product  lines  and  geographic 
sales  channels  through  several  acquisitions. 

Organization  and  Structure 

SoftKey  is  headquartered  in  Cambridge  (MA). 

• Research  and  development  facilities  are  in 
Cambridge,  Fremont  (CA),  Knoxville  (TN), 
and  Jerusalem  (Israel). 

• The  Knoxville  (TN)  office  is  SoftKey’s 
technical  support  center  and  supports 
development  of  SoftKey’s  foreign  language 
based  products.  This  office  consolidates 
former  technical  support  facilities  in 
Marietta  (GA)  and  Fremont  (CA). 

• An  office  in  Minneapolis  (MN)  supports  the 
learning  products  acquired  with  Minnesota 
Educational  Computing  Corporation. 

SoftKey  also  has  the  following  international 

offices: 

• SoftKey  Software  Products,  SoftKey’s 
Canadian  subsidiary,  provides  tax  software 


products  and  services.  Offices  are  in 
Mississauga  (Ontario),  Sherbrook  (Quebec), 
and  Calgary  (Alberta). 

• Other  foreign  subsidiaries  are  in  Australia, 
Munich  (Germany),  Paris  (France),  Dublin 
(Ireland),  Jerusalem  (Israel),  London 
(England),  and  Tokyo  (Japan). 

SoftKey’s  key  executives  are  summarized 
below: 


SoftKey  Key  Executives 


Name 

Title 

Michael  Perik 

Chairman  and  CEO 

Kevin  O’Leary 

President 

Les  Schmidt 

Chief  Operating  Officer 

R.  Scott  Murray 

Chief  Financial  Officer 

David  Patrick 

President,  International 

Company  Strategy 

SoftKey’s  objective  is  to  be  the  leading 
worldwide  provider  of  value-priced,  high- 
quality  consumer  software. 

SoftKey’s  strategy  is  to  develop,  license,  and 
acquire  a broad  range  of  high  quality  software 
products  with  significant  unit  volume 
potential  and  to  continuously  introduce  these 
new  products  through  a wide  variety  of 
established  and  emerging  distribution 
channels  worldwide,  including  retail,  direct 
mail,  OEM,  and  school  channels.  Key 
elements  of  this  strategy  include: 

• Focusing  on  high-growth  consumer  software 
categories,  including  lifestyle, 
entertainment,  and  education-based 
products 

• Broadly  distributing  to  the  consumer 
market  at  various  price  points,  maximizing 
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consumers’  exposure  to  and  potential 
purchases  of  SoftKey’s  products 

• Continuously  introducing  high  volumes  of 
new  titles  with  shorter  lead  times  and  at 
lower  costs 

• Building  strong  relationships  with  retail 
channels,  including  actively  assisting  in 
channel  management  and  merchandising 

• Acquiring  complementary  products, 
technologies,  and  businesses 

• Enhancing  brand  awareness  and  loyalty 
through  its  focus  on  developing  and 
publishing  value-priced,  high-quality 
software 

Financials 

SoftKey’s  1995  revenue  reached  $167  million, 

a 38%  increase  over  1994  revenue  of  $121.3 

million. 


SoftKey  management  attributes  revenue 
growth  in  1995  to  the  general  growth  in  the 
consumer  software  market  and  the  expansion 
of  market  share  by  the  company  through 
various  acquisitions  and  new  product 
offerings. 


• Net  losses  of  nearly  $66  million  for  1995 
included  amortization  and  merger  related 
charges  of  $103.2  million  associated  with 
the  acquisitions  of  The  Learning  Company, 
Compton’s,  tewi,  and  Future  Vision,  among 
others,  during  1995,  and  certain  charges 
associated  with  the  proposed  merger  with 
Minnesota  Educational  Computing 
Corporation. 

• In  the  three-year  summary  that  follows, 
financials  have  been  restated  to  reflect  the 
pooling-of-interests  acquisitions/mergers 
with  Spinnaker,  WordStar,  Aris 
Multimedia,  Compact  Publishing,  and 
Software  Marketing  Corp.  in  1994  and 
Future  Vision  in  1995.  All  other 
acquisitions  were  accounted  for  as 
purchases  and  results  are  included  from 
their  respective  acquisition  dates. 


• Retail  revenue  increased  by  58%  to  $75.7 
million  due  to  the  items  discussed  above,  as 
well  as  an  increase  in  the  number  of  North 
American  retail  outlets  selling  SoftKey 
products  from  approximately  15,000  to 
22,000.  Growth  was  also  attributed  to  an 


SoftKey  International,  Inc. 
Three-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year  End 

Item 

12/31/95 

12/31/94 

6/30/93  (b) 

Revenue 

$167.0 

$121.3 

$109.7 

Income  (loss)  before  taxes  (a) 

$(60.2) 

$25.2 

$(57.1) 

Net  income  (loss) 

$(66.0) 

$21.1 

$(57.3) 

Earnings  (loss)  per  share 

$(2.65) 

$1.04 

$(4.36) 

(a)  Includes  amortization  and  merger  related  costs  of  approximately  $103.2  million 


in  1995,  $2.4  million  in  1994,  and  $46.2  million  in  fiscal  1993. 

(b)  During  1994.  the  company  changed  its  fiscal  year  end  to  December  31. 
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increase  in  the  number  of  products  available 
for  sale,  as  well  as  an  increase  in  the  sales 
of  the  company’s  Platinum  “jewel-case  only” 
line  of  products,  which  was  launched  in 
December  1994. 

• OEM  sales  increased  26%  to  $20  million 
primarily  due  to  the  acquisition  of  Future 
Vision,  which  had  a strong  presence  and 
sales  network  in  the  OEM  channel. 

• Direct  response  sales  increased  46%  to  $26.2 
million  primarily  due  to  an  increase  in  the 
number  of  mailings  completed  by  SoftKey 
during  the  year. 

• International  revenue  increased  96%  to 
$25.6  million,  driven  by  both  the  acquisition 
of  tewi,  a German  company,  in  July  1995, 
and  increased  penetration  of  PCs  in  Europe, 
which  in  turn  caused  an  increase  in  demand 
for  and  sales  of  consumer  software  products. 

• Tax  software  and  services  revenue  was 
relatively  constant  due  to  increasing 
competition  and  the  saturation  of  the  tax 
software  market  in  Canada. 

Research  and  development  expenses  were 
$12.5  million  (7%  of  revenue)  in  1995, 
compared  to  $6.7  million  (6%  of  revenue)  in 
1994. 

Sales,  marketing,  and  support  expenses  were 
$38.4  million  (23%  of  revenue)  in  1995, 
compared  to  $27.3  million  (23%  of  revenue)  in 
1994. 


General  and  administrative  expenses  were 
$20.8  million  (12%  of  revenue)  in  1995, 
compared  to  $21.3  million  (18%  of  revenue)  in 
1994. 

Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1996  reached  $71.1  million,  a 66% 
increase  over  $42.9  million  for  the  same 
period  in  1995.  Growth  resulted  from  the 
increased  sales  from  the  acquisitions  of  The 
Learning  Company  and  Compton’s  and 
internal  growth  of  32%  in  the  company’s  core 
publishing  business. 

• Net  losses  of  $76.3  million  for  the  period 
include  charges  of  $90.5  million  associated 
with  the  acquisitions  of  The  Learning 
Company  and  Compton’s  and  related 
deferred  income  tax  provisions. 

• Excluding  these  charges,  net  income  was 
$10.7  million,  compared  to  $9.1  million  for 
the  same  period  a year  ago. 

Market  Financials 

SoftKey’s  revenue  is  derived  primarily  from 
consumers  and  educational  institutions. 

Geographic  Markets 

Approximately  84%  of  SoftKey’s  1995  revenue 
was  derived  from  North  America  and  16% 
from  Europe  and  other  international  sources. 

A two-year  geographic  summary  of  source  of 
revenue  follows: 
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SoftKey  International,  Inc. 

Two-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$140.8 

84% 

$110.3 

91% 

Europe 

27.4 

16% 

11.4 

9% 

Other 

1.2 

1% 

1.1 

1% 

Eliminations 

(2.4) 

(1%) 

(1.5) 

(1%) 

Total 

$167.0 

100% 

$121 

100% 

Acquisitions 

In  May  1996,  SoftKey  completed  the 
acquisition  of  Minnesota  Educational 
Computing  Corporation  (MECC)  of 
Minneapolis  (MN)  for  approximately  $250 
million  in  SoftKey  stock.  The  acquisition  was 
accounted  for  as  a purchase. 

• Each  MECC  common  share  was  converted 
into  the  right  to  receive  1. 143  shares  of 
SoftKey  common  stock. 

• MECC,  with  annual  revenue  of 
approximately  $35  million,  is  a leading 
developer,  publisher,  and  distributor  of 
educational  software  for  use  by  children  in 
the  school  and  at  home. 

During  1995,  SoftKey  acquired  Personal  Soft 
S.A.  for  approximately  $4  million.  The 
acquisition  was  accounted  for  as  a purchase. 

• Personal  Soft  is  a French  software 
publishing  company  with  annual  revenue  of 
$2  million. 

• The  acquisition  of  Personal  Soft  expanded 
SoftKey’s  operations  in  France. 

SoftKey  International,  Inc. 

July  1996 


In  December  1995,  SoftKey  acquired 
Compton’s  NewMedia,  Inc.  and  Compton’s 
Learning  Company  from  the  Tribune 
Company  for  approximately  $104.4  million. 
The  acquisitions  were  accounted  for  as 
purchases. 

• The  acquired  operations  publish  educational 
software  and  encyclopedia  products. 

• Compton’s  NewMedia  has  annual  revenue  of 
about  $25  million. 

• Compton’s  Learning  Company  had  annual 
revenue  of  about  $5  million. 

In  December  1995,  SoftKey  acquired  95%  of 
The  Learning  Company  for  approximately 
$684  million.  The  acquisition  was  accounted 
for  as  a purchase. 

• The  Learning  Company  develops 
educational  software  products  for  use  at 
home  and  school. 

• The  Learning  Company  had  annual  revenue 
of  approximately  $65  million. 
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In  August  1995,  SoftKey  acquired  Future 
Vision  Holdings  for  approximately  1.1  million 
shares  of  SoftKey  common  stock  (valued  at 
$35  million).  The  acquisition  was  accounted 
for  as  a pooling  of  interests. 

• Future  Vision  is  a multimedia  software 
company  that  publishes  reference  and 
educational  software  products. 

• Future  Vision  has  annual  revenue  of 
approximately  $12  million. 

In  July  1995,  SoftKey  acquired  tewi  Verlag 
GmbH  of  Munich  (Germany)  for 
approximately  $19  million  in  cash  and  stock. 
The  acquisition  was  accounted  for  as  a 
purchase. 

• tewi  is  a publisher  and  distributor  of  CD- 
ROM  software  and  computer-related  books. 

• tewi  had  annual  revenue  of  about  $12 
million  at  the  time  of  the  acquisition. 

In  addition  to  the  mergers  with  WordStar  and 
Spinnaker,  during  1994  SoftKey  made  the 
following  acquisitions: 

• In  September  1994,  SoftKey  acquired 
Software  Marketing  Corporation,  a provider 
of  education/entertainment  multimedia 
products. 

• In  July  1994,  SoftKey  acquired  Compact 
Publishing,  Inc.,  a privately  held  consumer 
multimedia  software  company  based  in 
Washington,  D.C. 

• In  June  1994,  SoftKey  acquired  Aris 
Multimedia  Entertainment,  Inc.,  another 
small  consumer  multimedia  software 
company  based  in  Marina  del  Rey  (CA). 


Employees 

As  of  March  1,  1996,  SoftKey  had 
approximately  775  employees. 

Key  Products  and  Services 

Subsequent  to  the  acquisition  of  Minnesota 
Educational  Computing  Corporation  in  May 
1996,  SoftKey’s  products  are  now  sold  under 
four  different  brands — SoftKey,  Compton’s, 
The  Learning  Company,  and  Minnesota 
Educational  Computing. 

SoftKey  Products 

These  products  are  sold  under  the  Premium, 
Key,  and  Platinum  lines. 

• The  Premium  product  line,  with  more  than 
65  titles,  is  SoftKey’s  most  sophisticated 
software,  ranging  in  price  from  $29.95  to 
$49.95.  These  products  are  designed  to  be 
less  impulse-purchase  driven  than  the  other 
product  lines.  Products  in  this  line  are  often 
cobranded  with  recognizable  consumer 
brand  names  and  include  Time  Almanac, 
The  American  Heritage,  Talking  Dictionary, 
The  Sports  Illustrated  Swimsuit  Calendar, 
BodyWorks,  and  Moby’s  Medical 
Encyclopedia. 

• The  Key  product  line,  with  35  titles,  is  a 
“boxed  product  line”  with  pricing  at  retail 
from  $19.95  to  $29.95.  Products  include 
KeyCAD  Complete,  Key  Travel  Map,  Key 
Mega  Clip  Art  7000,  and  Key  Home 
Gourmet. 

• The  Platinum  products,  with  more  than  125 
titles,  were  introduced  in  December  1994  as 
a “jewel-case-only”  format  software  offering 
generally  sold  at  retail  for  $12.99.  The 
products  are  designed  for  impulse  purchases 
and  include  titles  in  various  consumer- 
oriented  categories,  including  games, 
lifestyle  (for  cooking  and  gardening 
enthusiasts,  and  the  like),  education, 
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reference,  and  productivity  (generating 
labels,  resumes,  calendars,  etc.) 

In  Canada,  SoftKey  is  a leading  provider  of 
tax  software  products  and  services,  which 
contributed  12%  to  total  revenue  during  1995. 

• Large  and  small  accounting  firms, 
corporations,  and  small  businesses  in 
Canada  use  SoftKey’s  software  for  all 
aspects  of  tax  preparation. 

• SoftKey  also  offers  products  for  the  home 
tax  market  for  preparation  of  individual  tax 
returns. 

• Products  are  generally  designed  for  DOS 
and  Windows  operating  systems,  with 
certain  packages  running  on  the  Macintosh. 

The  Learning  Company 

The  Learning  Company  offers  a range  of 
educational  software  products  for  use  at  home 
and  at  school. 

• Its  product  strategy  is  to  offer  these  markets 
a line  of  products  that  help  build  life-long 
learning  and  communications  skills  in  key 
curricular  subject  areas  that  are  appropriate 
for  different  age  groups. 

• Most  of  the  products  are  available  in  home 
editions,  and  certain  products  are  also 
available  in  school  editions  designed  to  help 
teachers  integrate  the  software  into  their 
classroom  curricula. 

• The  combined  line  of  SoftKey  and  The 
Learning  Company’s  educational  software 
contains  more  than  125  titles. 

• The  products  generally  sell  at  retail  prices 
from  $14.95  to  $119. 

The  Learning  Company’s  current  families  of 
products  include  Rabbit  Family,  Super  Solvers 


Family,  Writing  Tools  Family,  Treasure 
Family,  College  Prep , and  Foreign  Language 
Family. 

Compton’s 

The  acquisitions  of  Compton’s  NewMedia  and 
Compton’s  Learning  Company  added 
reference  titles  to  the  SoftKey  product  line 
such  as  Compton’s  Interactive  Encyclopedia, 
the  Multimedia  Bible,  Bug  Explorer,  and 
Compton’s  Reference  Collection  and  Oceans. 

Minnesota  Educational  Computing  Corp. 
(MECC) 

MECC  currently  offers  four  lines  of  consumer 
products,  including  the  Trail  family,  the 
Muncher  family,  the  Writing  Tools  family,  and 
the  GeoGraph  family. 

• For  the  school  market,  MECC  has  more 
than  100  products  for  the  Apple  II  and  more 
than  65  for  IBM  and  Mac  formats. 

• For  the  home  market,  MECC  has  more  than 
40  products. 

MECC  is  developing  a new  product  line — the 
MathKeys  family — in  conjunction  with 
Houghton  Mifflin. 

Marketing  and  Sales 

SoftKey  distributes  its  consumer  software 
products  through  retail  channels,  direct  mail, 
OEMs,  and  school  channels  within  North 
America,  and  through  international  channels, 
including  Europe  and  the  Pacific  Rim. 

• Retail  channels — SoftKey  has  relationships 
with  more  than  50  national  retailers  and 
direct  distributors  controlling  23,000 
individual  storefronts  where  most  of  the 
nation’s  software  sales  occur. 

- The  company’s  dealer  sales  channel 
consists  of  traditional  PC  hardware  and 
software  retail  stores,  including  national 
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and  regional  chains  and  superstores. 
Increasingly,  SoftKey  sells  its  products  to 
office  superstores  such  as  Staples, 
electronic  superstores  such  as  Circuit  City 
and  Best  Buy,  and  mass  merchants  such 
as  Kmart  and  Sears.  In  addition,  SoftKey 
sells  to  distributors  in  the  U.S.  and 
Canada  such  as  Ingram  Micro  Inc.  and 
Navarre. 

- The  company  is  also  selling  through 
emerging  consumer  software  distribution 
channels  such  as  book,  music,  drug,  and 
grocery  store  chains. 

• Direct  mail — SoftKey  has  a database  of 
more  than  four  million  users.  During  1995, 
SoftKey  mailed  more  than  22.7  million 
pieces  of  targeted  direct  mail.  SoftKey’s 
direct  mail  efforts  also  include  supplying 
products  for  the  company’s  existing  catalog 
reseller  customers,  such  as 
MicroWarehouse,  Paper  Direct,  PC 
Connection,  and  Global. 

• OEMs — SoftKey  assists  OEMs  to 
differentiate  their  product  lines  at  the  retail 
level  and  to  introduce  the  SoftKey  brands  to 
new  hardware  buyers.  SoftKey  licenses  its 
software  products  to  OEMs  (including  IBM, 
Apple,  Compaq,  Hewlett-Packard,  and  Dell) 
who  typically  purchase  SoftKey  products  in 
higher  volumes  and  at  lower  prices  than 
retail  stores  and  distributors. 

• School  channels — SoftKey  sells  products 
directly  to  schools  and  school  districts 
through  telemarketing  and  field  sales 
organizations.  Sales  are  also  made  through 
an  authorized  group  of  resellers  and 
distributors,  including  Ingram  Micro  and 
Baker  & Taylor.  In  addition,  SoftKey  has 
agreements  with  Houghton  Mifflin, 
Scholastic,  IBM,  Apple,  and  Jostens  for 
sales  of  the  Writing  Tools  Family  of 


products  (The  Learning  Company)  in 
conjunction  with  their  textbook  offerings. 

• International — During  1995,  SoftKey 
enhanced  its  international  presence  with  the 
acquisitions  of  Personal  Soft  and  tewi. 
SoftKey  has  subsidiaries  in  Germany, 
France,  Ireland,  the  U.K.,  and  Japan.  In 
addition  to  distributors  in  countries  where  it 
has  subsidiaries,  SoftKey  has  distributors  in 
major  European,  Latin  American,  and 
Pacific  Rim  countries,  as  well  as  in  South 
Africa. 

A two-year  summary  of  source  of  revenue  by 
distribution  channel  is  shown  on  the  following 
page. 

Alliances 

SoftKey  has  alliances/marketing  agreements 
with  various  vendors  as  follows: 

• SoftKey  has  an  agreement  with 
CompuServe,  whereby  SoftKey  will  put 
CompuServe’s  access  software  on  all  its 
CDs.  SoftKey  receives  a small  fee,  based  on 
the  revenue  generated,  for  each  customer 
signing  up  for  CompuServe  services  via  a 
SoftKey  CD.  As  users  activate  these 
features  for  the  first  time,  SoftKey  will 
electronically  solicit  the  user  to  purchase 
additional  SoftKey  products. 

• In  April  1996,  SoftKey  announced  an 
agreement  to  participate  in  CompUSA’s 
Budget  Software  Program.  SoftKey  will 
provide  value-priced  jewel  case  software 
titles  (Platinum  and  Key  Kids  products)  for 
all  CompUSA  Computer  Superstores. 

SoftKey  also  supplements  its  development 
efforts  by  acquiring  the  rights  to  products  on 
either  an  exclusive  or  non-exclusive  basis, 
both  through  the  purchase  of  products  and 
under  royalty-bearing  licenses. 
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SoftKey  International,  Inc. 
Two-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1994 

1993 

Distribution  Channel 

Revenue 

$ 

Percent 
of  Total 

Revenue 

$ 

Percent 
of  Total 

Retail 

$75.7 

45% 

$48.1 

39% 

OEM 

20.0 

12% 

15.9 

13% 

Catalog  (a) 

-- 

-- 

3.2 

3% 

Direct  response 

26.2 

16% 

1.0 

15% 

International 

25.6 

15% 

13.1 

11% 

Tax  software  and  services 

19.5 

12% 

18.1 

15% 

Lansa  software  (a) 

- 

-- 

4.9 

4% 

Total 

$167.0 

100% 

$121.3 

100% 

(a)  Operations  discontinued  during  1994. 


Competition 

Potential  competitors  include  Microsoft, 
Mattel,  Sony,  The  Walt  Disney  Company, 
Viacom,  IBM/Eduquest,  Fisher-Price,  Jostens, 
Electronic  Arts,  Sierra  On-Line,  Davidson  & 
Associates,  Mindscape,  GT  Interactive 
Software,  Edmark,  and  Broderbund  Software. 

INPUT  Assessment 

SoftKey’s  strengths  include: 

• Offering  a wide  range  of  titles,  without 
dependence  on  a select  few  titles  to  generate 
a major  portion  of  revenue.  No  single 


product  accounts  for  more  than  3%  of  total 
revenue. 

• Multiple  distribution  channels 

• Range  of  educational  software  offerings 

• Alliances  with  CompuServe  may  foster 
electronic  distribution  of  SoftKey’s  product 
line 

SoftKey’s  primary  challenge  over  the  coming 
year  will  be  integrating  its  recent 
acquisitions. 
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SOFTLAB  INC.  David  Marshall,  President 

188  The  Embarcadero  Wholly  Owned  Subsidiary  of  Softlab  GmbH 

Bayside  Plaza,  7th  Floor 

San  Francisco,  CA  94105 

(415)  957-9175 


The  Company  Softlab  Inc.  markets  and  supports  the  MAESTRO  IIR  computer- 

aided  software  engineering  (CASE)  environment  and  provides 
software  engineering  consulting  and  large-scale  information  systems 
development  professional  services. 

• Softlab  Inc.  was  established  in  1986  as  a wholly  owned  U.S. 
subsidiary  of  Softlab  GmbH,  a German  software  and  consulting 
firm  that  is  active  in  the  European  and  U.S.  markets.  Softlab 
GmbH,  together  with  its  network  of  eight  subsidiaries,  has 
approximately  850  employees  and  fiscal  1991  sales  of  about  $100 
million.  BMW,  the  automotive  manufacturer,  has  a 40% 
investment  in  Softlab  GmbH  and  holds  a seat  on  the  board. 

• The  number  of  U.S.  employees  or  U.S.  revenue  is  not  available 
from  the  company.  INPUT  estimates  U.S.  revenue  is  less  than 
10%  of  Softlab  GmbH's  revenue. 

MAESTRO  was  developed  by  Softlab  GmbH.  The  company  claims 
that  MAESTRO,  with  over  25,000  users  at  530  sites  in  Europe  and 
the  U.S.,  is  the  "most  widely  used  software  development 
environment  in  Europe."  MAESTRO  II,  an  entirely  updated 
version,  was  released  in  1990. 

The  company's  strategy  is  to  provide  a full  systems  development  life 
cycle  support  system  and  the  professional  services  required  for 
successful  implementation. 

Competitors  include  Texas  Instruments  and  KnowledgeWare. 


Key  Products  and  Approximately  70%  of  Softlab's  revenue  is  derived  from  software 
Services  products  and  associated  support  services  and  30%  from  consulting 

and  development  professional  services. 


November  1991 
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MAESTRO  II  provides  CASE  support  for  the  full  life  cycle  of 

systems  development. 

• Product  features  include  facilities  for  application  analysis  and 
design,  generation  of  application  components,  interfaces  to  third- 
party  CASE  tools  and  code  generators,  project  management,  and 
configuration  management. 

• MAESTRO  is  based  on  an  open  systems,  client-server 
architecture. 

- Front-end  workstations  (IBM  PC/AT,  PS/2,  or  compatibles) 
running  MS-DOS  are  used  for  entering  and  modifying 
specifications  and  project  details. 

- Each  of  these  workstations  is  linked  via  Ethernet  and  via  IBM 
Token  Ring  to  one  or  more  UNIX  servers,  which  together 
form  a local-area  or  wide-area  network  and  support  repository 
functions. 

• The  Object  Management  System  (OMS),  as  the  core  of 
MAESTRO  II,  is  a distributed,  object-oriented  data  base  for 
multiple-user  operations.  As  a central  repository,  the  OMS 
serves  as  the  basis  for  all  tools— including  front-end  tools,  life- 
cycle  tools,  and  back-end  tools. 

• SASD  (Structured  Analysis  Structured  Design)  is  a front-end 
toolset  that  provides  integrated  OMS  support  for  graphical 
definition  (provided  by  the  Graphics  Editor)  and  data  definitions 
of  all  development  and  maintenance  projects.  All  OMS  graphics 
and  data  can  be  shared  among  team  members  so  that 
inconsistencies  are  eliminated  and  real-time  retrieval  of 
information  is  attained. 

• MAESTRO  II  life-cycle  tools  include  the  following: 

- The  Project  Configuration  Management  System  (PCMS) 
provides  project  life  cycle  tools  to  facilitate  the  complete 
coordination  of  project  activities  and  team  communication. 
These  project  control  features  apply  to  any  project  developed 
with  the  Maestro  environment-including  new  development, 
enhancement,  and  maintenance  projects.  The  tools  enable 
process  models  and  individual  project  models  to  be  defined 
for  tracking  and  reporting.  Configuration  Management 
manages  object  versions  across  the  LAN. 

- The  Tool  Customizing  Interface  provides  the  means  and  the 
architectural  model  to  tailor  MAESTRO  to  unique  customer- 
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Industry  Markets 


Geographic 

Markets 


or  method-specific  tools  and  techniques.  The  product's 
independence  provides  the  flexibility  required  by  users  to 
adapt  the  product  to  changing  development  and  business 
requirements. 

- Developer  Text  System  (DTS)  creates  and  maintains 
structured  documents  or  source  code  in  any  programming 
language. 

• MAESTRO's  back-end  Maintenance  Workbench  tool  reduces 
costs  associated  with  software  change  requests  by  providing  the 
developer  with  immediate  access  to  all  related  target  objects- 
such  as  programs,  copybooks,  and  screen  definitions-at  the 
MAESTRO  workstation. 

- The  Maintenance  Workbench  performs  Impact  Analysis  for 
change  requests  by  loading  COBOL  programs  into  the  OMS. 
The  loaded  programs  are  then  scanned  to  identify  all  related 
objects  which  that  be  affected  by  the  requested  change. 

- The  COBOL  Program  Indexer  applies  automatic  structures  to 
the  file  to  enable  quick  paging  to  assigned  points  within  the 
file  for  fast  reference  and  change  operations. 

- To  relieve  mainframe  maintenance  costs  and  improve 
developer  productivity,  all  maintenance  can  be  performed  at 
the  MAESTRO  workstation. 


The  target  market  for  MAESTRO  includes  any  company 
downsizing  its  application  development  environment,  such  as  the 
telecommunications  industry.  MAESTRO  is  positioned  to  handle 
large-scale  team  environments. 


In  addition  to  its  headquarters  in  San  Francisco,  Softlab  Inc.  has 
offices  in  Lindhurst  (NJ)  and  Atlanta  (GA). 


November  1991 
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COMPANY  HIGHLIGHT 


SOFTSEL  COMPUTER  PRODUCTS,  INC.  David  S.  Wagman,  Chairman 
5 46  North  Oak  Street  Robert  S.  Left,  President 

Inglewood,  CA  90302  Private  Corporation 

(213)412-1700  Total  Employees:  50 

Total  Revenue,  Fiscal  Year  End 
12/31/82:  $35,000,000 
Computer  Services  Revenue: 
$25,000,000* 


THE  COMPANY 

• Softsel,  founded  in  1980  by  Robert  Left  and  David  Wagman,  is  a distributor  of 
business,  recreational,  educational,  and  systems  software  packages,  acces- 
sories, and  books  for  microcomputers. 

• Revenue  for  1982  increased  approximately  500%  to  $35  million  from  $7 
million  in  1981.  The  company  projects  revenue  of  $70  to  $80  million  for  1983. 

• Softsel  has  two  subsidiaries: 

Tronix  Publishing,  Inc.,  also  located  in  Inglewood  (CA),  publishes  and 
markets  the  home  productivity,  educational,  and  game  software 
products  distributed  by  Softsel.  Its  Monogram  Division  is  responsible 
for  home  productivity  products. 

Softsel  Computer  Products  Ltd.,  located  in  London,  conducts  sales  and 
support  services  and  maintains  a product  warehouse. 

• In  late  1982  Softsel  purchased  a controlling  interest  in  CompuVision  of  San 
Jose  (CA)  from  Advanced  Interactive  Systems.  CompuVision  markets  an  audio 
visual  computerized  system  that  demonstrates  software  programs  and  is 
designed  to  assist  computer  retailers  in  selling  software.  The  company 
operates  as  a division  of  Advanced  Interactive  Systems.  The  CompuVision 
product  is  marketed  by  both  Softsel  and  Advanced  Interactive. 

• In  September  1983  Softsel's  Tronix  subsidiary  acquired  the  exclusive  market- 
ing license  for  Don't  Ask  Computer  Software,  Inc.'s  software  products. 

Under  the  three-year  contract,  Tronix  will  assume  the  marketing  and 
sales  of  current  Don't  Ask  products  including  S.A.M.  (Software  Auto- 
matic Mouth)  packages  which  add  speech  capabilities  to  microcom- 
puters. Additional  products  include  packages  for  telecommunications, 
animated  graphics,  education,  and  recreation. 
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In  addition  to  creating  future  software  products  for  Tronix,  Don't  Ask, 
headquartered  in  Los  Angeles,  will  concentrate  its  efforts  on  software 
development,  disk  protection,  and  custom  programming. 

• As  of  December  31,  1982,  Softsel  had  50  employees.  There  are  currently  over 
300  employees,  segmented  as  follows: 


Marketing/sales  80 

Software  services/ 
customer  support  20 

Operations  1 20 

General  and  administrative  80 


300 

• Competition  comes  from  Micro  D,  SKU  Inc.,  and  Softeam. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  80%  of  Softsel's  1982  revenue  was  derived  from  the  sale  of 
software  products  which  the  company  segments  into  business  (includes  data 
base  management,  word  processing,  spreadsheet,  and  general  accounting 
packages),  systems  and  utilities,  and  educational  categories.  The  majority  of 
revenue  was  from  business  packages  and  less  than  5%  of  revenue  was  from 
educational  software. 

An  estimated  20%  of  revenue  was  from  recreational  or  game  software. 

Ten  percent  of  revenue  was  derived  from  the  sale  of  hardware,  acces- 
sories, computer  self -maintenance  products,  and  over  500  technical 
books  ranging  from  primers  on  small  computers  to  sophisticated 
programming  guides  for  Apple,  IBM,  and  Commodore  computer 
systems. 

• The  company  currently  markets  approximately  3,500  microcomputer  software 
packages  from  300  suppliers  to  over  4,000  dealers  worldwide. 

All  packages  are  developed  by  independent  vendors,  except  those 
marketed  under  the  Tronix  and  Monogram  labels. 

The  wide  variety  of  packages  offered  by  Softsel  includes  programs  for 
business  and  finance,  general  payroll,  word  processing,  accounts 
receivable,  home  productivity,  education,  and  recreation. 

Packages  run  under  CP/M-86  and  MS-DOS  on  microcomputers  from 
vendors  including  Apple,  Atari,  Xerox,  NEC,  Tandy,  Commodore,  IBM, 
DEC,  North  Star,  Texas  Instruments,  and  TeleVideo. 

• Softsel  publishes  a weekly  HOT  LIST  which  is  sent  to  all  of  its  retail  dealers. 
The  list  charts  Softsel's  weekly  top-selling  business,  systems  and  utilities, 
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recreational,  and  educational  microcomputer  software  programs,  as  well  as 
technical  books  and  hardware  and  accessories.  The  HOT  LIST  notes  both  the 
position  of  top-selling  products  on  the  previous  week's  chart  and  the  number 
of  weeks  the  package  has  been  on  the  list.  Current  top-selling  products  in  the 
business,  systems  and  utilities,  and  educational  areas  as  designated  by  Softsel 
include  the  following  packages: 

Business: 

. I -2-3  (Lotus). 

PFS:  FILE  and  PFS:  REPORT  (Software  Publishing). 

. dBASE  II  (Ashton-Tate). 

. Bank  Street  Writer  (Broderbund). 

. The  Home  Accountant  (Continental). 

. VisiCalc  (VisiCorp). 

. WordStar  (MicroPro). 

Systems  and  Utilities: 

. Norton  Utilities  (Peter  Norton). 

. Terrapin  Logo  (Terrapin). 

. CP/M-86  (Digital  Research). 

Education: 

. Master  Type  (Scarborough). 

. Face  Maker,  Story  Machine,  and  Kindercomp  (Spinnaker). 

. Type  Attack  (Sirius). 

• Retail  prices  for  Softsel's  packages  range  from  $20  for  a game  package  to 
$1,600  for  Digital  Research's  Level  II  COBOL  (CP/M-86). 

Dealers  receive  discounts  averaging  approximately  40%  off  of  retail 
prices  as  well  as  special  promotional  discounts  on  specific  packages. 

Volume  discounts  of  between  2%  and  10%,  based  on  current  and 
previous  months'  purchases,  are  also  available. 

• Softsel  provides  dealers  with  a wide  variety  of  services. 

The  company  provides  telephone  support  to  dealers  and  evaluates  new 
software. 

Under  the  company's  HeadStart  program,  retailers  receive  advance 
copies  of  packages  $oftsel  predicts  will  be  best  sellers. 

Under  Softsel's  cooperative  advertising  program,  participating  retailers 
earn  advertising  allowances  of  3%  of  the  total  dollar  volume  of 
selected  products  purchased  from  Softsel  within  a six-month  period. 
After  a dealer  advertises  the  eligible  products,  Softsel  reimburses 
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100%  of  the  dealer's  advertising  media  costs  up  to  the  amount  the 
dealer  has  accrued  in  the  co-op  fund. 

SOFTEACH:  The  Software  Training  Forum™  , a dealer  training  forum 
introduced  in  August  1983  and  sponsored  by  Softsel,  was  attended  by 
1,400  dealers  with  34  major  Softsel  publishers  conducting  free  seminars 
nationwide.  A second  series  of  SOFTEACH  seminars  is  scheduled  for 
spring  1984. 

A disk  duplication  and  formatting  service  will  be  available  in  early 
1984  to  provide  retailers  with  a reliable  source  for  obtaining  less 
common  product  formats. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  Softsel's  1982  revenue  was  derived  from  sales  to 
retailers.  These  include  general  retailers,  software  specialty  stores,  computer 
retailers,  and  mass  merchandisers. 

GEOGRAPHIC  MARKETS 

• Approximately  95%  of  Softsel's  1982  revenue  was  derived  from  across  the 
U.S.  Five  percent  was  foreign,  derived  from  Canada,  Europe,  Australia,  and 
the  Far  East. 

• Regional  U.S.  sales  offices  are  located  in  Atlanta,  Boston,  Chicago,  Dallas, 
Fairfield  (NJ),  Tampa,  Washington,  D.C.,  Minneapolis,  and  Inglewood  and  San 
Jose  (CA). 

An  international  sales  office  is  in  London  at  the  company's  Softsel 
Computer  Products  Ltd.  subsidiary  location. 

• Softsel  currently  maintains  warehouses  in  the  following  locations  and  plans  to 
open  additional  warehouses  in  Atlanta  and  Dallas  within  the  year. 

West  Coast:  Inglewood  headquarters. 

Midwest:  Chicago. 

East  Coast:  Fairfield  (NJ). 

International:  London. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Softsel  maintains  one  Prime  850  at  its  Inglewood  headquarters. 
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SOFTWARE  AG  Americas 


President:  Daniel  F.  Gillis 

11190  Sunrise  Valley  Drive 
Reston,  VA  20191-5424 
Phone:  (703)  860-5050 

Fax:  (703)  391-6975 

Internet:  http://www.sagus.com 


Q SOftUlRRE  RE 


Status:  Subsidiary 

Parent:  SOFTWARE  AG 

Employees:  750  (12/96) 

Revenue:  $165,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• SOFTWARE  AG  Americas,  a wholly  owned 
subsidiary  of  SOFTWARE  AG,  markets  the 
data  warehouse,  database,  application 
development,  and  Internet/middleware 
products  of  SOFTWARE  AG  to  Fortune  1000 
companies  and  federal,  state,  and  local 
government  agencies. 

• In  November  1996,  SOFTWARE  AG 
introduced  a free  software  developers  toolkit 
for  DCOM  (Distributed  Component  Object 
Model)  for  Solaris  2.5.  This  is  the  first 


cross-platform  implementation  of  DCOM 
available  to  the  developer  community.  This 
preview  is  the  first  deliverable  in 
SOFTWARE  AG’s  collaborative  work  with 
Microsoft  to  extend  DCOM  throughout  the 
enterprise. 

• In  August  1996,  SOFTWARE  AG  released 
iXpress™,  a scalable,  open  Web-enablement 
solution  that  enables  real-time  data  access 
to  enterprise,  business-critical  systems  via 
Web  browsers. 

• In  October  1996,  SOFTWARE  AG 
announced  the  divestiture  of  its  ESPERANT 
Division  to  Speedware  Corporation,  Inc.  of 
Toronto  (Ontario).  SOFTWARE  AG  also 
signed  a distribution  agreement  whereby  it 
retains  the  right  to  sell  and  support 
ESPERANT  to  its  installed  base. 
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• In  June  1996,  SOFTWARE  AG’s  Federal 
Systems  group  and  Computer  Horizons 
Corporation  formed  a strategic  partnership 
to  assist  the  federal  government  in  solving 
its  Year  2000  computing  issues. 

• In  June  1996,  SOFTWARE  AG  Americas 
announced  Natural  LightStorm,  a server 
application  development  software  based  on 
the  company’s  fourth-generation  language, 
NATURAL®. 

• In  May  1996,  Daniel  F.  Gillis  was  named 
President  of  SOFTWARE  AG  Americas, 
succeeding  Michael  J.  King,  who  had  served 
in  the  position  since  1989. 

• In  May  1996,  SOFTWARE  AG  Americas 
opened  a new  branch  office  in  Mexico  City, 
(Mexico). 

Company  Description 

SOFTWARE  AG  Americas  is  a privately  held, 
wholly  owned  subsidiary  of  SOFTWARE  AG 
of  Darmstadt,  Germany. 

• SOFTWARE  AG,  founded  in  1969,  is  one  of 
the  world’s  largest  independent  software 
companies,  with  1995  revenue  of  $552 
million  and  more  than  3,300  employees 
worldwide. 

• SOFTWARE  AG  markets  its  products  and 
services  in  nearly  100  countries  worldwide 
and  has  a base  of  more  than  5,000 
customers. 

• SOFTWARE  AG’s  President  and  CEO  Dr. 
Erwin  W.  Koenigs,  succeeded  Peter  Schnell, 
cofounder  and  head  of  the  corporation,  in 
November  1996. 

In  1972,  SOFTWARE  AG  Americas  was 
formed  as  a private  corporation,  SOFTWARE 
AG  of  North  America,  Inc.  (SAGNA),  to 
market  the  AD  ABAS®  database  management 


system  in  the  U.S.,  developed  by  SOFTWARE 
AG. 

In  1975,  SAGNA  began  its  international 
expansion  with  the  opening  of  affiliates  in 
Canada,  Japan,  Brazil,  and  Argentina. 

In  August  1996,  SOFTWARE  AG  of  North 
America  was  renamed  SOFTWARE  AG 
Americas. 

Organization  and  Structure 

The  SOFTWARE  AG  Americas  organization, 
headquartered  in  Reston  (VA),  encompasses 
all  sales  in  the  U.S.  and  those  of  international 
affiliates,  as  well  as  sales  in  Latin  America, 
Canada,  Japan,  and  Israel. 

In  May  1996,  SOFTWARE  AG  Americas 
opened  a branch  office  in  Mexico  City,  headed 
by  Sylvan  E.  Stephani,  in  order  to  better 
support  the  Mexican  market  through  direct 
operations. 

Sales  representatives  of  the  North  American 
operation  are  located  domestically  in  Reston 
(VA),  Atlanta  (GA),  Braintree  (MA),  Chicago 
(IL),  Dallas  (TX),  Denver  (CO),  Irvine  and 
Sacramento  (CA),  Bloomington  (MN),  Fort  Lee 
(NJ),  Orlando  (FL),  Philadelphia  (PA),  Seattle 
(WA),  and  Puerto  Rico. 

Representatives  are  located  in  Canada  in 
Cambridge,  Ottawa,  and  Toronto  (Ontario), 
Calgary  and  Edmonton  (Alberta),  and 
Montreal  (Quebec). 

Sales  representatives  are  also  located  in 
Mexico  City  and  Monterrey  (Mexico)  and 
Panama  City  (Panama). 

Company  Strategy 

Software  AG  Americas’  mission  statement  is 
as  follows: 


Page  2 of  10 


INPUT  1996.  Reproduction  prohibited. 


SOFTWARE  AG  Americas 
December  1996 


INPUT  Vendor  Profile 


Software  AG  provides  high-value  solutions  for 
implementing  applications  in  large  scale 
enterprises. 

Financials 

SOFTWARE  AG  America’s  1995  revenue 
reached  $165  million,  a 5%  increase  over 
revenue  the  previous  year.  The  company 
expects  revenue  to  reach  approximately  $176 
million  in  1996. 


SOFTWARE  AG 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

SOFTWARE  AG  America 

Revenue 

$165 

$157 

$149 

$127 

$112 

• Percent  change  from 
previous  year 

5% 

5% 

17% 

13% 

N/A 

SOFTWARE  AG  Worldwide 

Revenue 

$552 

$533 

$510 

$481 

$470 

• Percent  change  from 
previous  year 

4% 

5% 

6% 

2% 

N/A 

A five-year  summary  of  revenue  is  shown 
below. 

Revenue  growth  was  attributed  to  sales 
performances  above  industry  average,  and 
increased  growth  in  professional  and  technical 
services. 


Revenue  Analysis  by  Product/ Service 
Approximately  21%  ($35.5  million)  of 
SOFTWARE  AG  America’s  1995  revenue  was 
derived  from  professional  services,  40%  ($65.3 
million)  from  technical  services,  32%  ($52.5 
million)  from  license  fees,  and  the  remaining 
7%  ($11.7  million)  from  other  sources  (VAR 
revenue,  documentation  revenue,  etc.). 

Market  Financials 

SOFTWARE  AG  products  are  sold  across 
industry  sectors.  The  company  has  clients  in 
the  government,  banking  and  finance, 
transportation,  manufacturing,  distribution, 
energy,  utilities,  insurance,  education,  and 
medical  industries. 


Geographic  Markets 

SOFTWARE  AG  Americas’  1995  revenue  was 
derived  from  geographic  regions  as  follows: 


U.S 86.8% 

Mexico  and  South  America 4.2% 

Canada  2.4% 

Japan 5.4% 

Israel 1.2% 

100% 


Divestitures 

In  October  1996,  SOFTWARE  AG  sold  its 
ESPERANT  Division  to  Speedware 
Corporation,  Inc.,  retaining  the  right  to  sell 
and  support  the  ESPERANT  product. 
Speedware  is  a Toronto  (Ontario)-based 
vendor  of  Internet  and  client/server  solutions 
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for  rapid  application  development  (RAD)  and 
business  intelligence. 


displays  information  about  the  use  and  costs 
of  database  and  teleprocessing  applications. 


Employees 

SOFTWARE  AG  Americas  currently  has 
approximately  750  employees. 

Key  Products  and  Services 

SOFTWARE  AG’s  product  lines  are  organized 
into  four  major  categories:  management, 
application  development,  distributed 
computing,  and  data  warehousing. 

The  company’s  database  management  and 
application  development  systems  software 
products  run  on  IBM,  IBM-compatible,  and 
DEC  computers  under  a variety  of  operating 
systems. 

Management 

SOFTWARE  AG’s  data  management  family  of 
products  is  designed  for  all  types  of  enterprise 
computing,  including  client/server,  and  for  a 
variety  of  industries,  including 
manufacturing,  finance,  insurance, 
telecommunications,  transportation,  higher 
education,  and  government. 

• AD  ABAS®  (Adaptable  Data  Base  System), 
developed  in  1969,  is  a database 
management  system  that  supports  multiple 
platforms,  including  MVS,  VSE,  VM,  UNIX, 
Windows  NT,  OpenVMS,  and  Windows  95. 
AD  ABAS  provides  data  security  and 
replication,  with  support  for  both 
synchronous  and  asynchronous  replication. 

• ADABAS  FASTPATH  optimizes  databases 
and  applications  simultaneously,  reducing 
CPU  consumption  as  well  as  on-line  and 
batch  elapsed  response  times. 

• ADABAS  REVIEW  is  an  on-line,  interactive 
performance  monitoring  and  reporting 
system  that  collects,  summarizes,  and 


• ADABAS  SQL  SERVER  is  an  SQL  interface 
to  ADABAS  for  third-generation  language 
programs.  It  provides  field  access  to  all 
ADABAS  data  structures  (MU/PE),  security 
support,  and  a Web  gateway.  ADABAS  SQL 
SERVER  is  currently  available  on  UNIX, 
VMS,  and  MVS  platforms. 

• ADAPLEX+,  designed  for  an  IBM  or 
compatible  system,  distributes  the  database 
load  across  multiple  units,  allowing  up  to  32 
units  to  access  the  database  simultaneously. 
ADAPLEX+  features  parallel  compression/ 
decompression,  parallel  format  buffer 
translation,  and  parallel  sorting,  retrieval, 
and  searching. 

• ADABAS  DELTA  SAVE,  working  in 
conjunction  with  ADABAS  Online  services, 
reduces  the  volume  of  saved  output 
produced  during  ADASAV  utility  processing. 
ADABAS  DELTA  SAVE  performs  save 
operations  more  frequently,  reducing 
database  recovery  time  and  contention  for 
secondary  storage,  and  provides  the  ability 
to  merge  incremental  save  tapes  with  the 
last  full  save  tape. 

• ADABAS  TEXT  RETRIEVAL  provides  text 
and  document  storage  and  retrieval, 
allowing  access  to  both  formatted  and 
unformatted  data  simultaneously.  It 
provides  high-performance  data 
compression,  automatic  recovery, 
independent  management  of  index 
information,  and  integration  within 
anapplication  written  in  NATURAL  or  any 
3GL  such  as  COBOL  or  PL/1. 

• ADABAS  Bridges  provides  access  to  the 
DL/I,  VSAM,  TOTAL,  and  SESAM 
application  development  environments, 
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without  modification  to  application 
programs. 

• AD  ABAS  ONLINE  SYSTEM  is  an 
interactive  database  analysis  and  control 
facility  for  AD  ABAS,  comprised  of  the 
following: 

- Basic  services — Allows  AD  ABAS  database 
analysis  and  control  and  performs 
functions  comparable  to  the  ADABAS 
operator  commands  and  utilities 

- Cache  services — Manages  the  ADABAS 
selectable  units,  ADABAS  CACHE,  and 
components  of  the  ADABAS  ESA  Option 

- ADABAS  DELTA  SAVE  Administration— 
Provides  administration  for  DELTA  SAVE 

- ADABAS  STATISTICS  FACILITY 
Administration — Provides  administration 
for  the  ADABAS  STATISTICS  FACILITY 

- ADABAS  TRIGGERS  Subsystem— 
Provides  the  ability  to  define  attributes  of 
event-driven  procedures 

• ADABAS  D,  introduced  in  1996,  is 
SOFTWARE  AG’s  flagship  relational 
database  management  system  that  requires 
minimal  DBA  involvement  and  no  database 
reorganization.  It  provides  portability 
across  OS/2,  Windows  NT,  and  UNIX  and  is 
NIST-certified  on  all  three  environments. 

Application  Development 
SOFTWARE  AG's  application  engineering 
solutions  are  built  upon  the  company's 
NATURAL®  application  development 
language  and  support  a client/server 
development  environment  across  most 
platforms,  from  mainframes  to  workstations. 

The  application  development  product  line 
provides  support  for  rapid  application 


development  (RAD),  full  life  cycle  computer- 
aided  software  engineering  (CASE),  and  SQL 
access  to  multiple  third-party  RDBMS 
environments. 

• NATURAL  is  a fourth-generation  language 
(4GL)  application  environment  that 
supports  both  procedural  and  event-driven 
programming  techniques.  It  features 
differentiation  between  the  declaration  and 
processing  parts  of  a program,  non- 
procedural instructions,  transparent 
program  development,  and  integration  of  PC 
and  mainframe  via  data  exchange  directly 
from  the  application  program. 

• CONSTRUCT  is  a model-based  code 
generator  that  generates  80%  to  90%  of  the 
application's  code  while  standardizing  and 
controlling  the  application  development 
process.  CONSTRUCT  enables  the 
generation  of  environment-independent 
NATURAL  applications  that  use  PREDICT 
for  the  data  dictionary. 

• NATURAL  LightStorm,  introduced  in  1996, 
is  an  integrated,  repository-based 
development  environment  that  supports  the 
complete  application  development 
environment.  It  enables  the  user  to  build 
event-driven  applications,  managing  the 
creation  of  both  client  and  server 
components  of  applications. 

• NATURAL  SECURITY  provides  centralized 
control  for  access  to  the  NATURAL 
environment,  including  conditions  and  times 
of  use  for  whole  libraries,  individual 
programs  or  functions,  and  data  access. 

• PREDICT  is  an  integrated  data  dictionary 
and  operational  repository  that  documents 
and  supports  technical  design, 
implementation,  and  maintenance  of 
databases  and  applications. 
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Distributed  Computing 

The  ENTIRE®  family,  providing  middleware 
infrastructure  for  distributed  computing, 
simplifies  integration  and  interoperability  in 
an  environment  of  disparate  platforms, 
protocols,  programming  languages,  and 
databases. 

• ENTIRE  BROKER  provides  a set  of 
platform-  and  transport-independent 
communication  services  enabling  a variety 
of  distributed  application  designs  based  on 
messaging  concepts.  It  manages  messages, 
queues,  and  other  communication-related 
resources  for  client/server  and  peer-to-peer 
communications  between  distributed 
processes. 

• ENTIRE  BROKER  SDK  is  a set  of  software 
development  tools  consisting  of  the 
following: 

- RPC  Stub  Generation  allows  the  coding  of 
remote  procedure  calls  between  two 
application  programs  on  separate 
networked  computers. 

- ActiveX  Control  allows  developers  using 
OLE/COM-enabled  application 
development  software  and  Web-enabled 
tools  to  interface  with  back-end 
applications,  databases,  or  services  via  the 
ENTIRE  BROKER  messaging  technology. 

• ENTIRE  BROKER  APPC  provides  the 
Advanced  Communications  Interface  (ACI) 
for  client  and/or  server  application 
development. 

• ENTIRE  ACCESS  enables  applications  to 
work  transparently  with  multiple  relational 
database  management  systems,  including 
Oracle,  Sybase,  CA-Ingres,  Informix,  DB2/x, 
Microsoft  SQL  Server,  AD  ABAS  SQL 
Server,  and  ODBC-compliant  databases  in 


both  client/server  and  single-platform 
environments. 

• ENTIRE  NET-WORK  is  a message-based 
communications  middleware  transport 
service  for  remote  communications  that 
insulates  applications  and  services  from 
dependencies  on  underlying  hardware, 
software,  and  communications  protocols. 

• ENTIRE  CONNECTION  is  a PC-to- 
mainframe  communication  manager. 

• ENTIRE  RUNTIME  is  a set  of  application 
program  interfaces  (APIs)  providing  a range 
of  access  to  the  APIs  of  various  databases 
and  application  servers.  This  middleware 
provides  interfaces  for  OLTP  and  decision 
support  applications,  end-user  query  tools, 
cooperative  processing  applications, 
application  development  tools,  and  other 
software. 

iXpress  is  SOFTWARE  AG’s  Internet/intranet 
enablement  technology  that  integrates 
directly  with  Microsoft’s  ISAPI  and  Netscape’s 
NSAPI.  iXpress  is  designed  to  support  high- 
volume,  high-end  business  applications  within 
conventional  Web  server  architectures. 

• iXpress  provides  direct  support  for 
Microsoft’s  Internet  Information  Server 
(IIS),  as  well  as  non-Microsoft  enterprise 
platforms.  iXpress  provides  a direct  link 
between  IIS  and  enterprise  systems  using 
Microsoft’s  ActiveX  or  ODBC. 

• iXpress  provides  links  between  Web  pages 
and  corporate  data  sources  (legacy  and 
relational  databases  and  new  or  existing 
applications),  providing  the  ability  to 
automatically  build  Web  pages  that  respond 
in  real  time  to  requests  from  a Web  browser. 
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• iXpress  components  include: 

- PageManager — A Windows  32-bit 
application  for  the  creation,  management, 
and  control  of  Web  pages 

- PageServer — The  deployment 
environment  that  manages  load  balancing, 
and  ensures  high-performance  throughput 
and  system  reliability 

Data  Warehousing 

Intelligon,  SOFTWARE  AG’s  multi-faceted 
approach  to  data  warehousing,  contains  six 
critical  components  needed  to  successfully 
implement  a data  warehouse:  data 
acquisition,  data  warehouse  administration, 
services  and  support,  education,  business 
analysis  tools,  and  database  management. 

• SourcePoint,  an  administration  tool  for 
automating  information  migration  to  the 
relational-based  Web  and  data  warehouse 
servers,  is  the  core  element  of  SOFTWARE 
AG’s  Intelligon  warehouse  management 
solution. 

- SourcePoint  is  a middleware-based 
product  that  automates  the  management 
and  population  of  data  warehouses,  data 
marts,  and  relational-based  Web  servers 
from  traditional  operational  systems.  It 
provides  parallel  data  acquisition,  reduced 
data  warehouse  management,  a GUI, 
meta  data  interchange,  flexible 
communications  support,  and  open  extract 
server  support. 

- SourcePoint  consists  of  three  components: 

• Administrator — A Microsoft  Windows- 
based  control  mechanism  for  setting  up 
and  scheduling  data  extraction, 
transport,  and  loading  into  the  target 
data  warehouse  or  Web  server 


• Agent — A UNIX-  or  Windows  NT-based 
component  that  coordinates  the  source 
data  extract,  transport,  and  load 
processes 

• Extract  Services — Include  a published 
interface  for  customer  extraction 
programs,  including  NATURAL  and 
third-party  extraction  and 
transformation  products,  such  as 
PASSPORT. 

• PASSPORT,  developed  by  Carleton 
Corporation,  is  part  of  the  total  open  data 
warehouse  solution.  It  is  a comprehensive 
data  extraction  and  transformation  tool  that 
automates  the  process  of  extracting, 
formatting,  and  loading  data  from  source 
production  database  management  systems 
to  target  relational  database  management 
systems. 

- The  Meta  Data  Dictionary  is  the  central 
repository  of  all  technical,  editing,  and 
validation  information  related  to  files  and 
file  data.  PASSPORT  uses  the  contained 
information  to  generate  extract  programs. 

- PASSPORT  provides  a workstation-based 
GUI  development  environment  in  which 
users  specify  source-to-target  data 
mapping,  data  selection,  transformation 
rules,  and  processing  criteria. 

- PASSPORT  allows  for  the  automatic 
generation  of  extract  programs  that  pull 
data  from  traditional  operational 
databases  and  manipulate,  prepare,  and 
transform  it  for  use  in  the  data 
warehouse. 

SOFTWARE  AG  Americas  also  offers  special 
services  and  programs  to  address  specific 
needs,  such  as  Year  2000  compliance. 
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Year  2000  Compliance 

SOFTWARE  AG  offers  Year  2000  compliance 
programs  to  both  federal  and  commercial 
clients. 

• SOFTWARE  AG’s  federal  division,  in  an 
alliance  formed  in  June  1996  with  Computer 
Horizons  Corp.,  offers  a program  to  the 
federal  government  to  assist  in  solving  Year 
2000  computing  issues. 

- The  CHC  Signature  2000™  service 
employs  SOFTWARE  AG’s  methodology 
and  a proprietary  software  toolkit  to  assist 
agencies  in  analyzing,  planning,  and 
implementing  a comprehensive  Year  2000 
strategy. 

- The  service  addresses  applications  in 
various  languages  and  environments, 
including  NATURAL  and  COBOL. 

• INSIGHT  Consulting,  a management  and 
technology  consulting  subsidiary  of 
SOFTWARE  AG  Americas,  provides 
INSIGHT  2000,  the  Year  2000  compliance 
program  for  commercial  clients. 

The  INSIGHT  2000  program  uses  a three- 
phased  methodology: 

- Inventory  and  impact  assessment — 
INSIGHT  collects  and  processes  program 
and  database  information  to  develop  a 
mapping  of  all  dates  and  date  functions  in 
order  to  determine  the  extent  of  the 
problem.  Alternative  strategies  for 
resolving  the  problem  are  identified. 

- Analysis — During  the  analysis  phase,  a 
detailed  strategy  and  implementation  plan 
is  developed  that  encompasses  business 
analysis,  a technical  evaluation,  and  tool 
recommendations. 


- Implementation — INSIGHT  consultants 
work  with  the  organization  to  implement 
the  plan  developed  during  the  analysis 
phase. 

Services  and  Support 

SOFTWARE  AG  Americas  offers  a range  of 
value-added  professional  services,  education, 
and  product  support  for  its  clients  as  follows: 

• Professional  services — Including 
customization  and  performance  analysis  of 
existing  applications,  as  well  as  needs 
analysis,  requirements  definition,  systems 
design,  creation,  coding,  and  documentation 
of  new  applications 

• Education  services — Offering  customized 
training  on  all  core  SOFTWARE  AG 
products.  Training  classes  are  offered  on 
site  and  on  an  individualized,  classroom, 
computer,  or  self-study  basis. 

• Customer  support — Offered  through  the 
Customer  Service  Support  Center  (CSSC), 
which  provides  a range  of  services  from 
telephone  and  on-line  support  to  on-site 
assistance.  The  CSSC  provides  general 
product  assistance  and  answers 
informational  inquiries  about  recovery 
procedures  and  problem  determination  and 
resolution. 

• The  Rightsizing  Center — A computer  facility 
dedicated  to  testing  the  feasibility  of  porting 
applications  and  data  to  new  hardware 
platforms  and  operating  environments.  The 
center  is  used  for  application  and  data 
migration,  conversion  planning,  acceptance 
testing,  and  implementation  assistance. 

Clients 

A sampling  of  SOFTWARE  AG  Americas’ 
clients  includes  US  Air,  NASA,  American 
Express,  Citibank,  S.C.  Johnson  Wax,  Quaker 
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Oats,  the  State  of  California,  Weyerhauser, 
Tandy,  Sprint,  and  Brown  University. 

Marketing  and  Sales 

SOFTWARE  AG  Americas  markets  the 
company’s  products  through  direct  sales, 
telesales,  indirect  channels,  third-party 
alliances  (such  as  those  with  Andersen 
Consulting  and  KPMG  Peat  Marwick),  and 
industry  partners  (such  as  Digital  Equipment 
and  SAP). 

Alliances 

SOFTWARE  AG  Americas  has  established 
partnerships  and  alliances  with  many 
companies,  including  Microsoft  Corporation, 
SAP,  Hewlett-Packard,  IBM,  Digital 
Equipment  Corporation,  NCR,  MicroStrategy, 
Andersen  Consulting,  KPMG,  Carleton,  Price 
Waterhouse,  and  Sun  Microsystems,  Inc. 

Recent  alliances  and  agreements  include  the 
following: 

• In  November  1996,  SOFTWARE  AG 
Americas  and  Sybase,  Inc.  announced  plans 
to  jointly  provide  DCOM-based  solutions. 

• In  November  1996,  SOFTWARE  AG 
Americas  and  Mainsoft  announced  an 
alliance  whereby  the  companies  will 
collaborate  in  delivering  a unified  DCOM 
infrastructure. 

• In  October  1996,  in  conjunction  with  the 
divestiture  of  its  ESPERANT  Division, 
SOFTWARE  AG  signed  a distribution 
agreement  with  Speedware  Corporation, 

Inc.  of  Toronto  (Ontario). 

- Under  the  terms  of  the  agreement, 
SOFTWARE  AG  will  continue  to  sell  and 
support  ESPERANT  within  its  existing 
customer  base. 


- The  company  also  has  a nonexclusive 
agreement  to  sell  the  product  to  new 
customers. 

- The  two  companies  have  also  agreed  to 
jointly  deliver  ESPERANT’s  next  version, 
release  4.0,  in  December  1996. 

• In  June  1996,  SOFTWARE  AG’s  Federal 
Systems  group  and  Computer  Horizons 
Corporation  formed  a strategic  partnership 
to  assist  the  federal  government  in  solving 
its  Year  2000  computing  issues.  The  joint 
offering  uses  Computer  Horizons’  Signature 
2000  solution  and  is  available  for  purchase 
through  SOFTWARE  AG’s  GSA  schedule. 

Competition 

SOFTWARE  AG’s  major  competitors  include 

Oracle,  Sybase,  Informix,  IBM,  and  Platinum 

Technology,  Inc. 

Assessment 

SOFTWARE  AG  Americas  feels  that  its 

strengths  include: 

• The  company’s  25+  years  in  providing 
enterprise-wide,  mission-critical  solutions 

• Strong  technical  support  worldwide 

• Strong  professional  services  offerings 

Challenges  facing  the  company  in  the  coming 

year  include: 

• Increasing  market  share  of  successful  new 
products 

• Migrating  to  a “solutions  provider”  approach 
in  1997 

• Helping  clients  solve  Year  2000  issues 
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Parent  Company 
SOFTWARE  AG 
Uhlandstrasse  12 
D-64297  Darmstadt 
Darmstadt,  Germany 
Tel:  49-6151-920 
Revenue:  $552,000,000 
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SOFTWARE  AG  SYSTEMS,  INC. 

11800  Sunrise  Valley  Drive 
Reston,  VA  22091 
(703)  860-5050 


John  N.  Maguire,  Chairman 
Public  Corporation,  OTC 
Total  Employees:  432 
Total  Revenue,  Fiscal  Year  End 
5/31/87:  $67,244,000 


The  Company  Software  AG  Systems,  Inc.  (Software  AG)  develops,  markets,  and 

supports  an  integrated  line  of  systems  software  products, 
specializing  in  data  base  management  systems  and  applications 
development  tools  for  IBM  mainframes  and  DEC  VAX 
minicomputers. 

• Software  AG's  wholly  owned  operating  subsidiary,  Software  AG 
of  North  America,  Inc.  (SAGNA),  was  formed  as  a private 
corporation  in  1973  by  John  Maguire  in  order  to  market  the 
AD  ABAS™  data  base  management  system  in  the  U.S. 

Software  AG  became  the  sole  stockholder  of  SAGNA  in  April 
1981.  In  June  1981  Software  AG  became  a public  corporation. 

• Software  AG  of  Darmstadt,  West  Germany  (SAG),  a Software 
AG  affiliate  and  developer  of  AD  ABAS,  has  been  and 
continues  to  be  a source  of  product  research  and  development 
for  Software  AG.  SAG  has  exclusive  rights  to  market 

AD  ABAS  and  NATURAL  in  Western  Europe  and  also 
markets  other  Software  AG  products  on  a royalty  basis  in 
Western  Europe. 

• In  March  1988  it  was  announced  that  SAG  would  acquire 
Software  AG  for  approximately  $13.12  a share. 

Fiscal  1987  revenue  reached  $67.2  million,  a 2%  increase  over 
fiscal  1986  revenue  of  $65.8  million.  Net  income  decreased  49%, 
from  $8.5  million  in  fiscal  1986  to  $4.3  million  in  fiscal  1987.  A 
five-year  financial  summary  follows: 
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SOFTWARE  AG  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/87 

5/86 

5/85 

5/84 

5/83 

Revenue 

• Percent  increase 

$67,244 

$65,760 

$52,264 

$41,127 

$30,044 

from  previous  year 

2% 

26% 

27% 

37% 

22% 

Income  before  taxes 
• Percent  increase 

$6,644 

$15,925 

$12,693 

$10,936 

$2,234 

(decrease)  from 
previous  year 

(58%) 

25% 

16% 

390% 

103% 

Net  income 
• Percent  increase 

$4,332 

$8,545 

$5,140 

$5,856 

$1,249 

(decrease)  from 
previous  year 

(49%) 

66% 

(12%) 

369% 

29% 

Earnings  per  share 
• Percent  increase 

$0.74 

$1.45 

$0.86 

$0.95 

$0.20 

(decrease)  from 
previous  year 

(49%) 

69% 

(9%) 

375% 

25% 

The  modest  increase  in  fiscal  1987  revenue  was  primarily 
attributed  to  a 26%  increase  in  Technical  Service  fees  and  a 22% 
increase  in  international  sales,  which  was  offset  by  an  18% 
decrease  in  domestic  license  fees.  The  decrease  in  license  fees 
was  attributed  to  the  overall  slowdown  in  the  computer  software 
industry. 

Declines  in  net  income  in  fiscal  1987  were  due  to  increases  in  costs 
and  expenses:  a 17%  increase  in  salaries,  wages,  and  commissions, 
a 20%  increase  in  royalty  fees,  and  a 26%  increase  in  other 
operating  expenses. 

Revenue  for  the  six  months  ending  November  30,  1987  was  $35.9 
million,  a 10%  increase  over  $32.5  million  for  the  same  period  in 
1986.  Net  income  decreased  9%,  from  $2.1  million  to  $1.9  million. 
Income  was  affected  by  investments  in  new  market  areas  and 
higher  year-to-year  expenses. 

Major  competitiors  include  IBM,  Cullinet  Software,  Cincom 
Systems,  Applied  Data  Research,  Computer  Corporation  of 
Aanerica,  and  Intel  Systems. 
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Key  Products  and  Approximately  98%  of  Software  AG's  fiscal  1987  revenue  was 
Services  derived  from  the  sale  of  systems  software  and  related  services. 

Two  percent  of  revenue  ($1.6  million)  was  derived  from  interest 
income  from  short-term  investments. 

Software  AG's  data  base  management  and  application 
development  systems  software  products  run  on  IBM,  IBM- 
compatible,  and  DEC  computers  under  a variety  of  operating 
systems.  The  company's  product  line  is  organized  into  four  major 
categories:  information  management,  application  development, 
workstation  communications,  and  user  services. 

Information  management  products  include  the  following: 

• AD  ABAS  (The  Adaptable  Data  Base  System)  was  developed 
by  SAG  in  1969.  Oriented  toward  the  end  user,  the  system  uses 
relational  data  base  techniques,  data  compression,  space 
management,  and  automatic  data  protection.  Over  3,000 

AD  ABAS  systems  are  currently  installed  worldwide. 

- ADABAS  SQL,  introduced  in  1987,  is  a SQL  interface  to 
AD  ABAS  for  third  generation  language  programs. 

- ADABAS  (VMS),  introduced  in  1984,  is  a VAX/VMS 
implementation  of  ADABAS  for  DEC  VAX  computers. 

- The  ADABAS/VSAM  Bridge,  also  introduced  in  1984, 
permits  the  migration  of  VSAM-based  applications  to 
ADABAS  without  program  conversion. 

- ADABAS/VTAM,  introduced  in  1982,  provides  remote  data 
base  access  through  a node-to-node  communications  link. 
Users  can  access  ADABAS  through  a separate  processor  and 
still  interface  with  the  entire  network. 

- ADABAS/VM,  introduced  in  1981,  is  an  option  allowing  the 
concurrent  use  of  one  mainframe  under  several  operating 
systems. 

• PREDICT  is  an  on-line  active  data  dictionary  that  operates 
with  ADABAS  and  NATURAL  to  organize,  control,  and  store 
business  information. 

• REVIEW  is  an  on-line,  interactive  performance  monitoring  and 
reporting  system  that  collects,  summarizes,  and  displays 
information  about  the  use  and  the  costs  of  data  base  and 
teleprocessing  applications. 
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Application  development  products  include  the  following: 

• NATURAL  2,  introduced  in  1987  as  an  updated  version  of 
NATURAL,  is  an  on-line  fourth  generation  application 
programming  language  for  AD  ABAS  installations.  The 
product  increases  user  programming  productivity;  facilitates 
data  entry,  updates,  and  report  generation;  and  promotes 
efficient  communication  with  AD  ABAS,  VSAM,  DB2,  DL/1, 
IMS,  and  SQL/DS.  There  are  currently  over  2,500  NATURAL 
2 systems  installed  worldwide. 

• NATURAL  PROCESS,  introduced  in  1988,  is  an  extension  to 
NATURAL  2 that  provides  access  to  the  operating  system  and 
its  components  by  treating  the  operating  system  as  a dynamic 
data  base. 

• NATURAL  ELITE,  introduced  in  1986,  is  a mainframe-based 
learning  system  that  enables  a company  to  provide  computer- 
assisted  instruction  to  any  number  of  employees,  on  any 
number  of  subjects. 

• NATURAL  CONNECTION,  introduced  in  1984,  is  Software 
AG’s  micro-to-mainframe  software  product.  NATURAL 
CONNECTION  runs  on  IBM  and  compatible  microcomputers 
and  works  with  NATURAL  on  IBM  or  compatible  mainframes. 

• NATURAL  VMS,  introduced  in  1984,  is  a VAX/VMS 
implementation  of  NATURAL  for  DEC  VAX  computers. 

• NATURAL  GRAPHICS,  introduced  in  1983,  transmits  data 
records  (retrieved  from  AD  ABAS,  VSAM,  DB2,  DL/1,  IMS,  or 
SQL/DS  via  NATURAL)  and  command  information 
identifying  desired  graphic  presentation  to  other  vendors' 
specialized  graphics  software  for  graphic  output. 

• NATURAL  VSAM,  introduced  in  1983,  is  a fully  compatible 
version  of  NATURAL  2 that  runs  with  IBM's  VSAM. 

• The  NATURAL  Security  System,  introduced  in  1983,  provides 
centralized  control  of  the  NATURAL  on-line  environment. 

Workstation  communication  products  include  the  following: 

• NET-PASS  provides  powerful  session  management  capabilities 
for  multiple  on-line  environments. 
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Industry  Markets 


• COM-PLETE  provides  transaction  processing  and  central 
communication  management  for  terminal  networks  controlled 
by  VTAM,  CICS,  CMS,  IMS/DC,  TSO,  and  remote  computing 
systems. 

User  services  products  are  developed  in  NATURAL,  providing 

integrated  application,  office  administration,  and  information 

center  facilities.  The  products  include  the  following: 

• SUPER  NATURAL  is  an  interactive,  menu-driven  application 
generator  designed  for  use  by  end  users. 

• CON-NECT  is  an  office  support/office  automation  product 
that  provides  facilities  for  management  of  documents, 
electronic  distribution  of  mail,  and  resource  and  schedule 
management. 

Software  AG  provides  customer  support  services  to  its  clients  as 

follows: 

• Custom  development  of  application  solutions,  as  well  as 
professional  services  consulting  and  support. 

• Updates  to  supply  any  subsequent  modification  of  the 
company's  products. 

• New  versions  to  adapt  the  product  to  changes  in  the  hardware 
system. 

• A 24-hour  "hotline"  service. 

• Introductory  on-site  training  in  the  use  of  software  products 
without  additional  charge. 

• Software  AG  provides  customer  technical  support  through  its 
technical  support  centers  in  Reston  (VA)  and  Denver  (CO), 
and  through  its  various  U.S.  offices. 


Software  AG  products  are  sold  across  industry  sectors.  The 
company  has  clients  in  government,  banking  and  finance, 
transportation,  manufacturing,  distribution,  energy,  utilities, 
insurance,  education,  and  the  medical  industries. 

The  company's  domestic  customers  include  MCI,  U.S.  Sprint, 
Martin  Marietta,  Chemical  Bank,  American  Family  Insurance,  the 
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University  of  Texas,  Morgan-Stanley,  and  the  U.S.  Office  of 
Personnel  Management. 

Foreign  installations  have  been  made  for  Citibank,  Shell  Oil, 
Nissan,  Numura  Securities,  China  Light  and  Power,  and  CRA 
(Australia). 


Geographic 

Markets 


Fiscal  1987  revenue  was  derived  from  the  following  geographic 
regions: 


U.S.  77% 

Far  East  and  Australia  10% 

Mexico  and  South  America  5% 

Canada  and  Europe  4% 

Middle  East  and  South  Africa  4% 


100% 

Software  AG  has  U.S.  marketing  offices  in  Atlanta,  Boston, 
Charlotte,  Chicago,  Cleveland,  Dallas,  Denver,  Detroit,  Houston, 
Kansas  City,  Los  Angeles,  Minneapolis,  Fort  Lee,  Philadelphia, 
Pittsburgh,  Portland,  St.  Louis,  San  Francisco,  Seattle,  and 
Washington,  D.C. 

Software  AG  of  Darmstadt,  West  Germany  (SAG)  has  exclusive 
rights  to  market  AD  ABAS  and  NATURAL  in  Western  Europe 
and  retained  all  European  revenue  from  sales  of  these  products. 
SAG  also  markets  other  Software  AG  products  in  Western 
Europe  on  a royalty  basis. 

International  sales  offices  are  located  in  Argentina,  Australia, 
Brazil,  Canada,  Hong  Kong,  Israel,  Japan,  Mexico,  New  Zealand, 
Panama,  Singapore,  South  Africa,  and  South  America. 


Computer 
Hardware  and 
Software 


Software  AG  maintains  the  following  equipment  running  under  a 
variety  of  operating  systems  at  its  Reston  headquarters: 


- 1 IBM  4381. 

- 1 NAS  AS/8063. 

- 1 DEC  VAX- 11/750. 
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SOFTWARE  AG  SYSTEMS,  INC. 

I 1800  Sunrise  Valley  Drive 
Reston,  VA  2209 1 
(703)  860-5050 


John  N.  Maguire,  Chairman 
Stuart  J.  Miller,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  31  I 
Total  Revenue,  Fiscal  Year  End 
5/31/85:  $52,264,426 
Computer  Services  Revenue: 
$50,131,140 


SOFTWARE  AG 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


Software  AG  management  attributes  revenue  increases  principally  to  a 
greater  volume  of  licenses  for  its  products. 

Declines  in  net  income  during  fiscal  1985  resulted  from  a change  in  the 
method  of  accounting  for  contract  revenue.  The  new  policy  is  to 
recognize  revenue  at  the  time  the  product  is  installed  as  opposed  to  its 
former  policy  which  had  been  to  recognize  90%  of  the  revenue  at 
contract  execution  and  the  remaining  10%  at  installation. 
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Had  the  company  not  changed  its  revenue  recognition  policy,  fiscal 
1985  revenue  would  have  been  $53.2  million  and  net  income  would  have 
been  $7  million. 

• Revenue  for  the  six  months  ending  November  30,  1985  reached  $32.4  million, 
a 25 ^ increase  over  $26  million  for  the  same  period  in  1984.  Net  income  was 
$5  million,  compared  to  $2.8  million  for  the  same  period  in  1984. 

SOURCE  OF  REVENUE 

• Approximately  96%  of  Software  AG's  fiscal  1985  revenue  was  derived  from 
the  sale  of  systems  software  and  related  services.  Four  percent  of  revenue 
($2.1  million)  was  derived  from  interest  income  from  short-term  investments. 

• Fiscal  1985  revenue  was  derived  from  the  following  geographic  regions: 

United  States  77% 

Far  East  and  Australia  I I 

Middle  East  and  Africa  5 

Canada  and  Europe  4 

Central  and  South  America  3 

100% 


NEW  PRODUCTS  AND  SERVICES 

• New  products  announced  by  Software  AG  include: 

MAIL/CONNECTION™  , an  electronic  message  management  system. 

ADABAS/Continuous  Processing  Option,  a product  providing  24-hour 
access  to  data  base  resources. 

REVIEW,  a data  base  performance  monitoring  and  reporting  system. 

NET-WORK,  a series  of  software  tools  for  users  of  distributed  proces- 
sing systems. 

NATURAL/Advanced  Facilities,  a product  providing  CICS  users  with 
several  key  functions  previously  available  only  through  COM-PLETE. 
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COMPANY  PROFILE 


SOFTWARE  AG  SYSTEMS,  INC. 

I 1800  Sunrise  Valley  Drive 
Reston,  VA  22091 
(703)  860-5050 


John  N.  Maguire,  Chairman 

Stuart  J.  Miller,  President  and  CEO 

Public  Corporation,  OTC 

Total  Employees:  260 

Total  Revenue,  Fiscal  Year  End 


OIUI  INCVCIIUC,  I IdV-UI 

5/31/84:  $41,126,605 


Computer  Services  Revenue: 
$39,747,605 


THE  COMPANY 


Software  AG  Systems,  Inc.  (Software  AG)  develops,  markets,  and  supports  an 
integrated  line  of  systems  software  products,  specializing  in  data  base 
management  systems  (DBMS)  and  applications  development  tools. 

Software  AG's  wholly  owned  operating  subsidiary,  Software  AG  of 
North  America,  Inc.  (SAGNA),  was  formed  as  a private  corporation  in 
1973  by  John  Maguire  in  order  to  market  the  ADABAS™  data  base 
management  system  in  the  U.S.  Software  AG  became  the  sole  stock- 
holder of  SAGNA  in  April  1981.  In  June  1981  Software  AG  became  a 
public  corporation. 

Software  AG  of  Darmstadt,  West  Germany  (SAG),  a Software  AG 
affiliate  and  developer  of  ADABAS,  has  been  and  continues  to  be  a 
source  of  product  research  and  development  for  Software  AG.  SAG  has 
exclusive  rights  to  market  ADABAS  and  NATURAL  in  Western  Europe 
and  also  markets  other  Software  AG  products  on  a royalty  basis  in 
Western  Europe. 

Fiscal  1984  revenue  reached  $41.1  million,  a 37%  increase  over  1983  revenue 
of  $30  million.  Net  income  increased  369%  from  $1.2  million  in  fiscal  1983  to 
$5.9  million  in  fiscal  1984.  A five-year  financial  summary  follows: 
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SOFTWARE  AG 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


■'■'--^FISCAL  YEAR 

ITEM 

5/84 

5/83 

5/82 

5/81 

5/80 

Revenue 

. Percent  increase 

$41,127 

$ 30,044 

$ 24,686 

$ 18,875 

$ 10,863 

from  previous  year 

37% 

22% 

31% 

74% 

36% 

Income  before  taxes 
. Percent  increase 
(decrease) 

$ 10,936 

$ 2,234 

$ 

1,101 

$ 

4,315 

$ 

294 

from  previous  year 

390% 

103% 

(74%) 

1 ,368% 

(83%) 

Net  income 
. Percent  increase 
(decrease) 

$ 

5,856 

$ 1,249 

$ 

966 

$ 

2,258 

$ 

278 

from  previous  year 

369% 

29% 

(57%) 

712% 

(69%) 

Earnings  per  share 
. Percent  increase 
(decrease)  from 

$ 

0.95 

$ 0.20 

$ 

0.16 

$ 

0.49 

$ 

0.06 

previous  year 

375% 

25% 

(67%) 

717% 

(70%) 

Software  AG  management  attributes  increases  in  net  income  to  the  following 
factors: 

Continued  cost  control  measures. 

Increase  in  the  size  of  the  sales  organization. 

Increased  market  acceptance  of  the  company's  integrated  product  line. 

Software  AG's  total  expenditures  for  research  and  development  typically 
range  between  15%  and  18%  of  revenue  and  include  the  research  efforts 
provided  by  the  company's  affiliate  organizations. 

In  fiscal  1984  royalty  expenses  were  approximately  $7.1  million  and  royalty 
income  from  SAG  was  $68,331. 

Revenue  for  the  six  months  ending  November  30,  1984  was  $24.6  million,  an 
increase  of  32%  over  $18.6  million  for  the  same  period  in  1983.  Net  income 
increased  54%  from  $2.4  million  to  $3.7  million. 
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As  of  May  1984  Software  AG  had  260  employees.  The  company  currently  has 
approximately  300  employees,  segmented  as  follows: 


Marketing/sales 

145 

Research  and  development 

37 

Technical  support 

68 

General  and  administrative 

50 

300 

• Primary  competitors  of  Software  AG's  ADABAS  are  IBM  (IMS),  Cullinet 
Software  (IDMS),  Cincom  Systems  (TOTAL),  Applied  Data  Research 
(DATACOM),  Computer  Corporation  of  America  (Model  204),  and  Intel 
Systems  (SYSTEMS  2000). 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  97%  of  Software  AG's  fiscal  1984  revenue  was  derived  from 
the  sale  of  systems  software  and  related  services.  Three  percent  of  revenue 
($1.4  million)  was  derived  from  interest  income  from  short-term  investments. 

• Software  AG  markets  an  integrated  line  of  standardized  systems  software 
based  on  its  DBMS  product,  ADABAS.  Other  products  are  offered  as  modules 
that  expand  the  capabilities  of  ADABAS.  A list  of  available  software 
products  is  provided  in  the  exhibit. 

As  of  December  1984  over  1,600  customers  worldwide  have  installed 
Software  AG's  software  products. 

The  company's  primary  products,  ADABAS,  NATURAL™'  , and  COM- 
PLETE™-, generated  79%  of  fiscal  1984  software  product  revenue. 

Software  AG  products  run  on  IBM  370,  30XX,  and  43XX  series 
computers,  on  all  IBM-compatible  systems,  and  on  equivalent  Hitachi, 
Fujitsu  and  Siemens  computers.  In  October  1984  Software  AG  also 
announced  the  availability  of  ADABAS  and  NATURAL  for  DEC  VAX-1 1 
superminicomputers. 

• ADABAS  (The  Adaptable  Data  Base  System)  was  developed  by  SAG  in  1969. 
Oriented  toward  the  end  user,  the  system  uses  relational  data  base  techniques, 
data  compression,  space  management,  and  automatic  data  protection.  Over 
1,600  ADABAS  systems  are  currently  installed. 

In  October  1984  Software  AG  announced  ADABAS  (VMS),  a VAX/VMS 
implementation  of  ADABAS  designed  for  DEC  VAX- 1 I superminicom- 
puters. 

The  ADABAS/VSAM  Bridge,  also  introduced  in  October  1984,  permits 
the  migration  of  VSAM-based  applications  to  ADABAS  without  program 
conversion. 
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EXHIBIT 

SOFTWARE  AG  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

PRICE 

CPU  REQUIREMENTS 
(OPERATING  SYSTEM) 

ADABAS 

Data  Base  Management  System 

$106, 000-SI  72,000 

All  IBM  Operating  Systems 

ADABAS  (VMS) 

ADABAS  for  VAX/VMS 

N/A 

VAX/VMS 

ADABAS/VSAM  BRIDGE 

Permits  Migration  of  VSAM-Based 
Applications  to  ADABAS 

$10,000 

All  IBM  Operating  Systems 

CHANNEL-TO-CHANNEL 
COMMUNICATIONS  SYSTEM 

Communications  Software 

$24,000 

DOS/VSE,  OS/VSI,  MVS 

ADABAS/VM 

ADABAS  VM  Option 

$24,000 

VM/370-CMS 

ADABAS/VTAM 

Remote  Access  Communications 
Link 

$24,000 

DOS/VSE,  OS/VSI,  DOS/VSE 

NATURAL 

Interactive  Programming  Language 

$40,000-$60,000 

DOS/VSE,  OS/VSI,  MVS, 
VM/370-CMS 

SUPER  NATURAL 

End-User  Information  Center 
System 

$15,000-$25,000 

DOS/VSE,  VM/CMS, OS/VSI, 
MVS,  MVS/XA 

NATURAL  (VMS) 

NATURAL  for  VAX/VMS 

N/A 

VAX/VMS 

NATURAL  SECURITY  SYSTEM 

Security  System 

$15,000 

DOS/VSE,  OS/VSI,  MVS, 
VM/370-CMS 

NATURAL/VSAM 

NATURAL  for  VSAM 

$30,000-$40,000 

All  IBM  Operating  Systems 

NATURAL/GRAPHICS 

NATURAL/Graphics  Software 
Interface 

$15,000 

DOS/VSE,  OS/VSI,  VM/370 

NATURAL/CONNECTION 

Micro-Mainframe  Link 

$5,000 

PC-DOS,  MS-DOS 

PREDICT 

On-Line  Data  Dictionary 

$10,000 

All  IBM  Operating  Systems 

COMPLETE 

Teleprocessing  System 

$50,000-$90,000 

DOS/VSE,  OS/VSI,  MVS 

ADABOMP 

Bill-of-Materials  Processor 

$48,000 

All  IBM  Operating  Systems 
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In  1980  Software  AG  introduced  NET-WORK,  a distributed  data  base 
development  project  to  provide  products  with  full  synchronization  and 
integrity  for  record  updates  across  multiple  networked  processors. 
NET-WORK  products  currently  available  include  the  following: 

. The  Channel-to-Channel  Communications  System,  introduced  in 
1980,  is  communications  software  designed  to  link  the  host 
computer  with  the  data  base  machine.  The  system  also  allows 
two  mainframes  at  the  same  installation  to  share  a single  data 
base  and  DBMS. 

. ADABAS/VM,  introduced  in  1981,  is  an  option  allowing  the 
concurrent  use  of  one  mainframe  under  several  operating 
systems. 

. ADABAS/VTAM,  introduced  in  1982,  provides  remote  data  base 
access  through  a node-to-node  communications  link.  Users  can 
access  ADABAS  through  a separate  processor  and  still  interface 
with  the  entire  network. 

• Other  product  offerings  include: 

NATURAL,  introduced  in  1980,  is  an  on-line,  fourth  generation  applica- 
tions programming  language  for  ADABAS  installations.  The  product 
increases  user  programming  productivity;  facilitates  data  entry, 
updates,  and  report  generation;  and  promotes  efficient  communication 
with  ADABAS.  There  are  currently  over  1,450  installations  of 
NATURAL. 

. SUPER  NATURAL,  introduced  in  January  1985,  is  a menu-driven 
facility  that  enables  nontechnical  users  to  write  NATURAL 
programs  and  obtain  management  reports. 

. NATURAL  (VMS),  introduced  in  October  1984,  is  a VAX/VMS 
implementation  of  NATURAL  designed  for  DEC  VAX- 1 1 super- 
minicomputers. 

. The  NATURAL  Security  System,  introduced  in  October  1983, 
provides  centralized  control  of  the  NATURAL  on-line  environ- 
ment. 

. NATURAL/VSAM,  introduced  in  June  1983,  is  a fully  compatible 
version  of  NATURAL  that  runs  with  IBM's  VSAM. 

. NATURAL/GRAPHICS,  introduced  in  February  1983,  transmits 
data  records  (retrieved  from  ADABAS  via  NATURAL)  and 
command  information  identifying  desired  graphic  presentation 
to  other  vendors'  specialized  graphics  software  for  graphic 
output. 
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NATURAL/CONNECTION,  introduced  in  April  1984,  is  Software  AG's 
micro-to-mainframe  software  product.  NATURAL/CONNECTION  runs 
on  IBM  or  compatible  personal  computers  and  works  with  NATURAL  on 
an  IBM  or  IBM-compatible  mainframe.  Over  150  systems  have  been 
licensed. 

PREDICT™  is  an  on-line  active  data  dictionary  for  fourth  generation 
application  development  environments. 

COM-PLETE  is  an  on-line  program  development  and  teleprocessing 
monitoring  system.  Through  the  use  of  COM-PLETE,  Software  AG 
supplies  remote  diagnostic  capability  through  its  instant  On-Site 
Support  Service.  There  are  currently  over  300  systems  installed. 

ADABOMP,  an  applications  software  package  for  the  manufacturing 
industry,  provides  bill-of-materials  processing  capability. 

• SAG  has  developed  ADABAS,  PREDICT,  NATURAL  Security  System,  and 
NATURAL/VSAM.  Software  AG  developed  ADABAS/VM,  NATUR- 
AL/GRAPHICS, NATURAL/CONNECTION,  and  ADABAS/VTAM,  and  has 
acquired  COM-PLETE. 


Software  AG  has  joint  agreements  with  numerous  applications  software 
vendors  to:  develop  new  applications  software  products  designed  around 

Software  AG  products;  integrate  Software  AG  products  into  existing  applica- 
tion software  products;  and  provide  interface  capabilities  that  permit  Soft- 
ware AG  products  to  be  used  with  their  existing  applications  software.  To 
date,  Software  AG  has  signed  20  agreements  with  applications  software 
vendors. 

Software  AG's  "Software  Engine"  concept,  introduced  in  1982,  is 
designed  to  expand  the  ADABAS  customer  base  and  increase  marketing 
leverage  for  the  company's  sales  force.  The  program  allows  applica- 
tions software  vendors  to  enhance  their  packages  with  Software  AG 
DBMS  capabilities  and  offer  their  clients  limited-use  licenses  to 
ADABAS  and  NATURAL  at  reduced  prices.  Software  AG  will  then 
attempt  to  sell  unrestricted  ADABAS  licenses  to  the  same  customers. 
Vendors  include  GE  Software  International  and  California  Software. 

Software  AG  has  developed  interfaces  permitting  the  use  of  ADABAS 
with  certain  applications  vendors'  products,  including  Management 
Science  America,  Information  Science  (InSci),  and  Walker  Interactive 
Products. 

Software  AG  also  has  joint  development  agreements  with  GE  Software 
International  and  InSci. 
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INDUSTRY  MARKETS 

• Software  AG  products  are  sold  across  industry  sectors.  The  company  has 
clients  in  government,  banking  and  finance,  transportation,  manufacturing, 
distribution,  energy,  utilities,  insurance,  education,  and  medical  industries. 
Various  federal  government  agency  installations  account  for  approximately 
10%  of  all  ADABAS  systems  presently  installed. 

• Software  AG's  domestic  customers  include  Arthur  D.  Little,  Bell  Laboratories, 
Citibank,  City  of  Tucson,  Dow  Chemical  Company,  General  Electric 
Company,  Hewlett-Packard,  Inland  Steel,  Massachusetts  General  Hospital, 
Massachusetts  Institute  of  Technology,  Morgan  Stanley  and  Company,  Nissan 
Motors  Corporation,  Pan  American  World  Airways,  National  Aeronautics  and 
Space  Administration,  State  of  California,  Simon  & Schuster,  Teachers  Insur- 
ance Annuity  Association  of  America,  United  Technologies-Pratt  & Whitney, 
and  Weyerhaeuser  Company. 

• Foreign  users  include  Banco  Central  de  Venezuela,  Honda  Motor  Company, 
Philippine  Airlines,  The  Royal  Canadian  Mounted  Police/Canadian  Police 
Information  Center,  and  Seiko  Watch  Company. 

GEOGRAPHIC  MARKETS 

• Fiscal  1984  revenue  was  derived  from  the  following  geographic  regions: 


U.S.  marketing  offices  are  located  in  Atlanta,  Bellevue  (WA),  Boston  and 
Braintree  (MA),  Chicago,  Bloomington  (MN),  Dallas,  Detroit,  Hasbrouck 
Heights  (NJ),  Houston,  Lake  Mary  (FL),  Lakewood  (CO),  Mountain  View  (CA), 
Newport  Beach  (CA),  New  York  City  and  White  Plains  (NY),  Overland  Park 
(KS),  Pittsburgh,  Reston  (VA),  Trevose  (PA),  and  Westlake  (OH). 

Software  AG  of  Darmstadt,  West  Germany  (SAG)  has  exclusive  rights  to 
market  ADABAS  and  NATURAL  in  Western  Europe  and  retains  all  European 
revenue  from  sales  of  these  products.  SAG  also  markets  in  Western  Europe, 
on  a royalty  basis,  all  products  developed  by  Software  AG  Systems. 

European  distributors  are  located  in  Austria,  Belgium,  Denmark, 
England,  Finland,  France,  Ireland,  Italy,  Luxembourg,  the  Netherlands, 
Norway,  Portugal,  Spain,  Sweden,  and  West  Germany. 

Software  AG  distributors  are  also  located  in  Argentina,  Australia,  Brazil, 
Canada,  Israel,  Japan,  Mexico,  Panama,  Singapore,  South  Africa,  and 
Venezuela. 


United  States 
Far  East  and  Australia 
Middle  East  and  South  Africa 
Canada  and  Europe 
Mexico  and  South  America 


79% 

9 

7 

4 


100% 


7 of  8 

February  1985 


©1985  by  INPUT.  Reproduction  Prohibited. 


INPUT 


SOFTWARE  AG  SYSTEMS,  INC. 


COMPUTER  HARDWARE 

• Software  AG  maintains  the  following  equipment  running  under  a wide  variety 
of  operating  systems  at  its  Reston  headquarters: 

DECPDP-I  1/70. 

DEC  VAX- 1 1/750. 

NAS  AS/7000. 

IBM  4300. 

Cambex  1641. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  OCTOBER  1982 


SOFTWARE  AG  SYSTEMS  GROUP,  INC.  John  N.  Maguire,  President 
1 1 800  Sunrise  Valley  Drive  Public  Corporation,  OTC 

Reston,  VA  22091  Total  Employees:  216 

(703)  860-5050  Total  Revenue,  Fiscal  Year  End 

5/31/83:  $30,043,891 
Computer  Services  Revenue: 
$29,242,891 


SOFTWARE  AG 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


Approximately  97%  of  Software  AG's  fiscal  1983  revenue  was  derived  from 
the  sale  of  systems  software  products  and  related  services.  Three  percent  of 
revenue  ($801,000)  was  derived  from  interest  income  from  short-term  invest- 
ments. 
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COMPANY  HIGHLIGHT 


SOFTWARE  AG  SYSTEMS  GROUP,  INC. 

I 1800  Sunrise  Valley  Drive 
Reston,  VA  22091 
(703) 860-5050 


John  N.  Maguire,  President 
Public  Corporation,  OTC 
Total  Employees:  221 
Total  Revenue,  Fiscal  Year  End 
5/31/82:  $24,685,852 
Computer  Services  Revenue: 
$23,295,852 


THE  COMPANY 

• Software  AG  Systems  Group,  Inc.  (Software  AG)  was  incorporated  in  February 
1981  as  Software  AG  International,  Inc.  In  October  1981  the  company's  name 
was  changed  to  avoid  confusion  with  another  software  firm.  Software  AG 
markets  systems  software,  specializing  in  data  base  management  systems. 

Software  AG's  wholly  owned  operating  subsidiary,  Software  AG  of 
North  America,  Inc.  (SAGNA),  was  formed  as  a private  corporation  in 
1973  by  John  Maguire  in  order  to  market  the  ADABASTM  data  base 
management  system  (DBMS)  in  the  U.S.  Software  AG  Systems  Group 
became  the  sole  stockholder  of  SAGNA  on  April  29,  1981. 

In  June  1981  Software  AG  became  a public  corporation,  issuing  1.6 
million  shares  of  common  stock  which  generated  $19.5  million  in  pro- 
ceeds. 

. Approximately  $2  million  in  proceeds  was  used  to  retire  a bank 
debt  for  royalties  due  to  $oftware  AG  of  Darmstadt,  West 
Germany  (SAG),  a software  AG  Systems  Group  affiliate  and 
developer  of  ADABAS. 

. Another  $7.3  million  in  proceeds  and  232,560  shares  of  common 
stock  were  used  by  the  company  to  renew  and  restructure  its 
license  and  royalty  agreement  with  SAG  in  January  1981. 

• Fiscal  1982  revenue  increased  31%  to  $24.7  million  from  $18.9  million  in 
1981.  Net  income  decreased  57%  to  $966,000  from  $2.3  million  during  the 
same  period.  A five-year  financial  summary  follows: 
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SOFTWARE  AG 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


" ' ' — ^^___^FISCAL  YEAR 
ITEM 

5/82 

5/81 

5/80 

5/79 

5/78 

Revenue 

. Percent  increase 

$ 24,686 

$ 18,875 

$ 10,863 

$ 7,964 

$ 4,883 

from  previous  year 

31% 

74% 

36% 

63% 

70% 

Income  before  taxes 
. Percent  increase 
(decrease)  from 

$ 

1,101 

$ 

4,315 

$ 

294 

$ 1 ,696 

$ 616 

previous  year 

(74%) 

1 ,368% 

(83%) 

175% 

42% 

Net  income  (a) 

. Percent  increase 
(decrease)  from 

$ 

966 

$ 

2,258 

$ 

278 

$ 886 

$ 341 

previous  year 

(57%) 

712% 

(69%) 

160% 

45% 

Earnings  per  share  (a) 
. Percent  increase 
(decrease)  from 

$ 

0.16 

$ 

0.49 

$ 

0.06 

$ 0.20 

$ 0.08 

previous  year 

(67%) 

717% 

(70%) 

150% 

60% 

(a)  Net  income  and  earnings  per  share  for  fiscal  years  1981  and  1980  have  been 
restated  to  conform  with  the  Financial  Accounting  Standards  Board  statement 
#43  relating  to  the  accrual  of  vacation  pay. 


Decrease  in  fiscal  1982  earnings  was  primarily  the  result  of  the  follow- 
ing: 


. Costs  associated  with  the  expansion  of  marketing  and  sales 
support  capabilities,  staff,  and  data  base  seminars.  The  com- 
pany more  than  doubled  the  size  of  its  sales  support  staff  in 
fiscal  1982. 

. Nonrecurring  costs  of  $250,000  incurred  by  the  relocation  of  the 
Product  Development  Group  from  Seattle  to  Reston  to  establish 
a centralized  research  and  development  facility. 

. Write-offs  of  $516,000  for  uncollectable  accounts  receivables. 

Nonrecurring  costs  of  $113,000  required  to  adjust  a common 
stock  investment  to  its  net  realizable  value. 

Increases  in  fiscal  1981  income  before  taxes  and  net  income  were  the 
result  of  a large  increase  in  revenue  as  compared  to  lower  total  costs 
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and  expenses.  Decrease  in  fiscal  1980  income  was  due  to  expenses 
incurred  for  expanded  sales  facilities  and  to  the  $699,602  loss  on 
investment  from  the  discontinuance  of  operations  of  an  acquired  com- 
pany. 

Costs  for  product  development  were  $1.3  million  in  fiscal  1982  and 
$900,000  in  fiscal  1981,  or  5%  of  revenue  in  both  years. 

In  fiscal  1982  royalty  expenses  were  $2.6  million  and  royalty  income 
from  SAG  was  $82,278. 

• For  its  first  quarter  ending  August  1982,  Software  AG  reported  revenue  of 
$6.4  million,  an  increase  of  42%  over  $4.5  million  for  the  same  period  in 
1981.  Net  income  decreased  42%  to  $148,785  from  $258,670. 

Management  expects  expense  controls  including  reductions  in  travel, 
entertainment,  facilities,  and  new  hires,  to  result  in  higher  profit 
margins  in  the  second  half  of  fiscal  1983. 

• As  of  May  1982  Software  AG  had  221  employees,  up  37%  from  162  in  May 
1981.  Employees  are  segmented  as  follows: 


Marketing/sales  115 

Research  and  development  25 

Technical  support  32 

General  and  administrative  49 


221 

• Primary  competitors  of  Software  AG's  ADABAS  are  IBM  (IMS),  Cullinane 
Database  Systems  (IDMS),  Cincom  Systems  (TOTAL),  Applied  Data  Research 
(DATACOM),  Computer  Corporation  of  America  (Model  204),  and  Intel  Sys- 
tems (SYSTEM  2000). 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  94%  of  Software  AG's  fiscal  1982  revenue  was  derived  from 
the  sale  of  systems  software  products  and  related  services.  Six  percent  of 
revenue,  or  $1.4  million,  was  derived  from  interest  income  from  short-term 
investments. 

• Software  AG  markets  an  integrated  line  of  standardized  systems  software 
based  on  its  DBMS  product,  ADABAS.  Other  products  are  offered  as  modules 
which  expand  the  capabilities  of  ADABAS.  A list  of  available  software  prod- 
ucts is  provided  in  the  exhibit. 

As  of  December  1982  Software  AG  will  have  over  1,000  systems  in- 
stalled. 
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EXHIBIT 

SYSTEMS  SOFTWARE 
PRODUCTS 


PRODUCT 

DESCRIPTION 

PRICE 

CPU  REQUIREMENTS* 
(OPERATING  SYSTEM) 

ADABAS 

Data  Base  Management  System 

$ 99,000- 
$160,000 

All  IBM  Operating  Systems 

ADABAS/VM 

ADABAS  VM  Option 

$ 24,000 

DOS,  DOS/VSE,  OS/VSI, 
OS/MVS,  CMS 

ADABOMP 

Bill  of  Materials  Processor 

$ 48,000 

All  DOS  and  OS 

COMPLETE 

Teleprocessing  System 

$ 50,000- 
$ 90,000 

OS/MVT,  OS/VSI,  OS/SVS, 
OS/MVS 

NATURAL 

Interactive  Programming 
Language 

$ 40,000- 
$ 70,000 

All  IBM  Operating  Systems 

The  Data  Base  Machine 
Machine 

Backend  DBMS  Processor 

$297,000- 

$397,000 

OS/VSI,  OS/MVS 

Channel-to-Channel 

Communications 

System 

Communications  Software 

$ 65,000 

OS/VSI,  OS/MVS 

ADABAS  VTAM 

Remote  Access  Communications 
Link 

$ 24,000 

All  IBM  Operating  Systems 
that  support  IBM  ACF/VTAM 

ADABAS/MSA 

Capabilities 

ADABAS/MSA  Applications 
Links  for  General  Ledger, 
Human  Resources,  Accounts 
Payable,  and  Accounts 
Receivable 

$ 20,000 
For  Each 
Interface 

All  IBM  Operating  Systems 

Products  run  on  IBM  360,  370,  303X,  4300,  or  compatible  equipment. 
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The  company's  primary  products,  ADABAS,  NATURAL,  and  COM- 
PLETE™-, generated  95%  of  fiscal  1982  software  product  revenue. 

• ADABAS  (The  Adaptable  Data  Base  System)  was  developed  by  SAG  in  1969. 
Oriented  toward  the  end  user,  the  system  uses  inverted  file  techniques,  data 
compression,  space  management,  and  automatic  data  protection.  Tools  in- 
cluded in  the  basic  ADABAS  package  are: 

ADASCRIPT+,  an  on-line  and  batch  inquiry  and  response  facility. 
ADACOM,  a batch  report  writer. 

ADAMINT,  a high-level  programming  language  interface. 

A data  dictionary  providing  a guide  to  data  resources  available. 

• Other  product  offerings  include: 

NATURAL,  an  on-line,  high-level  applications  programming  language 
for  ADABAS  installations  was  introduced  in  January  1980.  The  product 
increases  user  programming  productivity;  facilitates  data  entry,  up- 
dates, and  report  generation;  and  promotes  efficient  communication 
with  ADABAS. 

. A version  of  NATURAL  that  runs  with  IBM's  VSAM  is  scheduled 
for  release  in  summer  1983. 

COM-PLETE  is  an  on-line  program  development  and  teleprocessing 
monitoring  system.  Through  the  use  of  COM-PLETE,  Software  AG 
supplies  remote  diagnostic  capability  through  its  Instant  On-Site  Sup- 
port Service. 

ADABOMP,  an  applications  software  package  for  the  manufacturing 
industry,  provides  bill-of-materials  processing  capability. 

The  Data  Base  Machine,  introduced  in  October  1980,  is  a backend 
processor  using  Cambex  hardware  which  increases  data  base  efficiency 
by  offloading  ADABAS  processing  from  a central  mainframe  to  a 
separate  computer  dedicated  to  data  base  processing. 

The  Channel-to-Channel  Communications  System  is  communications 
software  designed  to  link  the  Data  Base  Machine  with  its  host.  The 
system  also  allows  two  mainframes  at  the  same  installation  to  share  a 
single  data  base  and  DBMS. 

ADABAS/VM,  introduced  in  August  1981,  is  an  option  allowing  the 
concurrent  use  of  one  mainframe  under  several  operating  systems. 

ADABAS  VTAM,  introduced  in  1982,  provides  remote  data  base  access 
through  a node-to-node  communications  link.  Users  can  access 
ADABAS  through  a separate  processor  and  still  interface  with  the 
entire  network. 
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• ADABAS,  ADABOMP , ADACOM,  NATURAL,  and  The  Data  Base  Machine 
were  developed  by  SAG.  Software  AG  acquired  COM-PLETE  and  developed 
ADAMINT,  ADASCRIPT+,  ADABAS-M,  ADABAS/VM,  the  Channel-to-Channel 
Communications  System,  and  the  ADABAS/MSA  Capabilities.  ADABAS 
VTAM  was  a joint  development  project  between  the  two  firms. 

• Software  AG  recently  discontinued  the  marketing  of  ADABAS-M,  a data  base 
management  system  for  use  on  DEC  PDP  and  VAX  and  compatible  minicom- 
puters. ADABAS-M  was  introduced  in  October  1980  as  part  of  the  company's 
approach  to  the  distributed  data  processing  market,  and  included  the  use  of 
minicomputers  to  distribute  processing  and  data  bases  among  multiple  sites 
and  users. 

Marketing  of  the  product  was  suspended  due  to  the  introduction  of 
competitive  products  by  DEC,  disputes  with  the  original  developer,  and 
technical  reasons. 

As  of  May  1982,  total  Software  AG  revenue  derived  from  ADABAS-M 
was  $620,000.  The  company  installed  41  of  the  systems. 

• Software  AG's  "Software  Engine"  is  a new  concept  designed  to  expand  the 
ADABAS  customer  base  and  increase  marketing  leverage  for  the  company's 
sales  force.  The  program  allows  applications  software  vendors  to  enhance 
their  packages  with  Software  AG  DBMS  capabilities  and  offer  their  clients 
limited-use  licenses  to  ADABAS  and  NATURAL  at  reduced  prices.  Software 
AG  will  then  attempt  to  sell  unrestricted  ADABAS  licenses  to  the  same 
customers. 

The  vendors  will  share  revenue  resulting  from  the  sale  of  the  restricted 
licenses  with  Software  AG. 

Software  AG  will  receive  a royalty  payment  if  the  new  applications 
version  is  sold  to  an  existing  ADABAS  user. 

• The  company  has  also  begun  developing  interfaces  permitting  the  use  of 
ADABAS  with  certain  applications  products.  In  August  1982  Software  AG 
announced  the  ADABAS/MSA  Capabilities,  a software  link  between  ADABAS 
and  the  batch  and  IBM  CICS  on-line  options  of  MSA's  financial  and  human 
resources  software  packages.  The  link  allows  joint  ADABAS  and  MSA  user 
communities  to  centralize  and  manage  corporate  data  using  ADABAS  while 
running  general  ledger,  human  resources,  accounts  payable,  and  accounts 
receivable  using  MSA  software. 

Developed  in  cooperation  with  MSA,  ADABAS/MSA  Capabilities  will  be 
marketed  and  supported  by  Software  AG. 

Customized  interfaces  have  been  developed  for  each  MSA  applications 
package  and  are  priced  at  $20,000.  Subsequent  purchases  of  additional 
interfaces  made  within  one  year  are  $10,000  each. 
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• Software  AG  currently  has  agreements  with  over  10  applications  software 
vendors,  including  Sun  Information  Services  Company,  to  combine  the  market- 
ing of  ADABAS  and  NATURAL  with  the  vendors'  applications  products. 

• Short-term  product  plans  include  enhancements  to  ADABAS  and  NATURAL 
provided  as  options  at  an  additional  cost.  These  include  graphics  capabilities, 
security  features,  and  a "reflective  data  base"  providing  limited  fault  toler- 
ance. 

INDUSTRY  MARKETS 

• Software  AG  products  are  sold  across  industry  sectors.  Primary  contributors 
to  revenue  include  the  government,  banking  and  finance,  manufacturing,  and 
insurance  industry  sectors.  Clients  are  also  in  the  distribution,  publishing, 
utilities,  transportation,  education,  energy,  and  medical  industries. 

• Software  AG's  domestic  customers  include  Arthur  D.  Little,  the  New  York 
City  Department  of  Housing  Preservation  and  Development,  San  Antonio 
Police  Department,  Texaco,  Bell  Laboratories,  Citibank,  City  of  Tucson,  Dow 
Chemical  Company,  General  Electric  Company,  Hewlett-Packard,  Massachu- 
setts General  Hospital,  Massachusetts  Institute  of  Technology,  Morgan  Stanley 
and  Company,  Nissan  Motors  Corporation,  Pan  American  World  Airways, 
National  Aeronautics  and  Space  Administration,  State  of  California,  Simon  & 
Schuster,  Teachers  Insurance  Annuity  Association  of  America,  and  Weyer- 
haeuser Company. 

• Foreign  users  include  Banco  Central  de  Venezuela,  Honda  Motor  Company, 
Philippine  Airlines,  The  Royal  Canadian  Mounted  Police/Canadian  Police 
Information  Center,  and  Seiko  Watch  Company. 

GEOGRAPHIC  MARKETS 

• Fiscal  1982  revenue  was  derived  from  the  following  geographic  regions: 


United  States  82% 

Japan,  Far  East,  and  Australia  9 

Canada  and  Europe  5 

Mid-East  and  South  Africa  3 

Mexico,  Central  and  South  America  \_ 


100% 

• U.S.  marketing  offices  are  located  in  Atlanta,  Boston,  Chicago,  Beachwood 
(OH),  Denver  (CO),  Hasbrouck  Heights  (NJ),  Houston,  Kansas  City  (KS),  New- 
port Beach  (CA),  New  York  City,  Orlando  (FL),  Philadelphia,  and  San  Fran- 
cisco. 

• Software  AG  of  Darmstadt,  West  Germany  (SAG)  has  exclusive  rights  to 
market  ADABAS  and  NATURAL  in  Western  Europe  and  retains  all  European 
revenue  from  sales  of  these  products.  SAG  also  markets  in  Western  Europe, 
on  a royalty  basis,  all  products  developed  by  Software  AG  Systems  Group. 
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European  distributors  are  located  in  Italy,  England,  France,  Sweden, 
Spain,  and  The  Netherlands. 

• Software  AG  distributors  are  also  located  in  Japan,  Venezuela,  Israel,  Canada, 
South  Africa,  Mexico,  Brazil,  Argentina,  Saudi  Arabia,  and  Australia. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Software  AG  maintains  the  following  equipment  running  under  a wide  variety 
of  operating  systems  at  its  Reston  headquarters. 

DEC  PDP-I  1/70. 

DEC  VAX- 1 1/750. 

NAS  AS/7000. 

IBM  4300. 

Cambex  1641. 


/ 
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SOFTWARE  AG  SYSTEMS  GROUP,  INC. 

I I 80  Sunrise  Valley  Drive 
Reston,  VA  2209 1 
(703)  860-5050 


John  N.  Maguire,  President 
Public  Corporation,  OTC 
Total  Employees:  228 
Total  Revenue,  Fiscal  Year  End 
5/31/81:  $18,875,070 


PRINCIPAL  BUSINESS 

• Software  AG  Systems  Group,  Inc.  (Software  AG)  was  incorporated  in  February 
1981  as  Software  AG  International,  Inc.  In  October  1981,  the  company's  name 
was  changed  to  avoid  confusion  with  another  software  firm.  Software  AG 
markets  systems  software,  specializing  in  data  base  management  systems. 

Software  AG's  wholly  owned  operating  subsidiary,  Software  AG  of 
North  America,  Inc.  (SAGNA),  was  formed  as  a private  corporation  in 
1973  by  President  John  Maguire  in  order  to  market  the  ADABAS™  data 
base  management  system  (DBMS)  in  the  U.S.  Software  AG  Systems 
Group  became  the  sole  stockholder  of  SAGNA  on  April  29,  1981. 

• In  June  1981,  a public  stock  offering  of  1.6  million  shares  of  Software  AG 
Systems  Group  common  stock  generated  $19,486,000  in  proceeds.  Approxi- 
mately $2  million  in  proceeds  was  used  to  retire  a bank  debt  for  royalties  due 
to  Software  AG  of  Darmstadt,  West  Germany  (SAG),  a Software  AG  Systems 
Group  affiliate  and  developer  of  ADABAS.  In  January  1981,  Software  AG 
Systems  Group  renewed  and  restructured  its  license  and  royalty  agreement 
with  SAG  at  a cost  of  $7.3  million. 

Proceeds  will  also  be  used  to  expand  Software  AG's  marketing  organiza- 
tion and  for  possible  product  and  company  acquisition. 
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FINANCIALS  ($  thousands,  except  per  share  data) 


• Decrease  in  fiscal  1980  net  income  and  income  before  taxes  was  partially  due 
to  operating  expenses  incurred  for  expanded  sales  and  support  facilities. 


The  company  purchased  all  the  capital  stock  of  Computer  Aided 
Transcriptions,  Inc.  in  fiscal  1980  and  discontinued  operations  after  nine 
months  of  activity.  The  $700,000  loss  on  investment  was  charged  in 
fiscal  1980. 

• Increase  in  income  before  taxes  and  net  income  in  fiscal  1981  was  the  result  of 
a large  increase  in  revenue  as  compared  to  a lower  increase  in  total  costs  and 
expenses. 

SOURCES  OF  REVENUE 

• Approximately  90%  of  Software  AG's  fiscal  1981  revenue  was  derived  from 
software  product  sales.  Revenue  from  education  and  consulting  services  in 
support  of  product  sales  comprised  6%  and  4%  of  fiscal  1981  revenue, 
respectively. 

EMPLOYEES 

• Software  AG  employees  (as  of  October  1981)  are  segmented  as  follows: 
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Marketing/sales 
Research  and  development 
Software  services/customer  support 
General  and  administrative 


62 

25 

116 

25 


228 


COMPETITORS 

• Software  AG's  ADABAS  product  competes  primarily  with  IBM's  IMS  and 
Cullinane  Database  Systems'  IDMS. 

PRODUCTS  AND  SERVICES 

• Software  AG  markets  an  integrated  line  of  standardized  systems  software 
based  on  its  DBMS  product,  ADABAS.  Other  products  are  offered  as  modules 
which  expand  the  capabilities  of  ADABAS.  A list  of  available  software 
products  is  provided  in  the  exhibit. 

As  of  May  31,  1981,  Software  AG  had  838  systems  installed. 

• ADABAS  (The  Adaptable  Data  Base  System)  was  developed  by  SAG  in  1969. 
Oriented  toward  the  end  user,  the  system  uses  inverted  file  techniques,  data 
compression,  space  management,  and  automatic  data  protection.  ADABAS 
received  ICP's  $50  million  award  in  1980.  Tools  included  in  the  basic  ADABAS 
package  are: 

ADASCRIPT+,  an  inquiry  and  response  facility. 

ADACOM,  a report  writer. 

ADAMINT,  a high-level  programming  language  interface. 

A data  dictionary  providing  a guide  to  data  resources  available. 

• Other  product  offerings  include: 


NATURAL,  an  on-line,  high-level  applications  programming  language 
for  ADABAS  installations,  introduced  in  January  1980.  The  product 
increases  user  programming  productivity  and  promotes  efficient 
communication  with  ADABAS. 

COM-PLETETM  , a program  development  and  teleprocessing  monitoring 
system.  Through  the  use  of  COM-PLETE,  Software  AG  supplies  remote 
diagnostic  capability  through  its  Instant  On-Site  Support  Service. 

ADABOMP,  an  applications  software  package  for  the  manufacturing 
industry,  provides  bill  of  materials  processing  capability. 

ADABAS-M,  a data  base  management  system  for  use  on  DEC  and  DEC- 
compatible  minicomputers.  ADABAS-M  was  introduced  in  October 
1980  as  part  of  Software  AG's  approach  to  the  distributed  data 
processing  market,  and  includes  the  use  of  minicomputers  to  distribute 
processing  and  data  bases  among  multiple  sites  and  users. 
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EXHIBIT 

PRODUCTS 


PRODUCT 

DESCRIPTION 

PRICE 

CPU  REQUIREMENTS* 
(OPERATING  SYSTEM) 

ADABAS 

Data  Base  Management  System 

$ 99,000- 
$160,000 

All  IBM  Operating  Systems 

ADABAS/VM 

ADABAS  VM  Option 

$ 24,000 

DOS,  DOS/VSE,  OS/VSI, 
OS/MVS,  CMS 

ADABOMP 

Bill  of  Materials  Processor 

$ 48,000 

All  DOS  and  OS 

COM-PLETE 

Teleprocessing  System 

$ 36,000- 
$ 90,000 

OS/MVT,  OS/VSI,  OS/SVS, 
OS/MVS 

NATURAL 

Interactive  Programming 
Language 

$ 36,000- 
$ 48,000 

All  IBM  Operating  Systems 

ADABAS-M 

ADABAS  for  Minicomputers 

$ 40,000 

DEC  PDP-11  Models  34-70, 
VAX-1 1/750,  VAX-1 1/780  or 
Compatible ; 1 AS,  RSX-1 1,VMS 

The  Data  Base  Machine 

Backend  DBMS  Processor 

$297,000- 

$397,000 

OS/VSI,  OS/MVS 

Channel-to-Channel 

Communications 

System 

Communications  Software 

$ 65,000 

OS/VSI,  OS/MVS 

‘Unless  otherwise  indicated,  products  run  on  IBM  360,  370,  303X,  4300,  or  compatible  equipment. 
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The  Data  Base  Machine,  introduced  in  October  1980,  is  a backend 
processor  which  increases  data  base  efficiency  by  offloading  ADABAS 
processing  from  a central  mainframe  to  a separate  computer  dedicated 
to  data  base  processing. 

The  Channel-to-Channel  Communications  System  is  the  communications 
software  designed  to  link  the  Data  Base  Machine  with  its  host.  The 
system  also  allows  two  mainframes  at  the  same  installation  to  share  a 
single  data  base  and  DBMS. 

ADABAS/VM,  introduced  in  August  1981,  is  an  option  allowing  the 
concurrent  use  of  one  mainframe  under  several  operating  systems. 

• ADABAS,  ADABOMP,  ADACOM,  NATURAL,  and  The  Data  Base  Machine 
were  developed  by  SAG.  Software  AG  developed  COM-PLETE,  ADAMINT, 
ADASCRIPT+,  ADABAS-M,  and  ADABAS/VM. 

• Products  are  now  in  the  planning  stages  for  the  following: 

Geographically  distributed  data  base  communication. 

Distributed  networks  for  minicomputers  and  mainframes. 

Applications  software  able  to  run  on  both  minicomputers  and  main- 
frames without  alteration. 

INDUSTRY  MARKETS 

• Software  AG  does  not  have  any  industry  specialization.  Its  revenue  is 
currently  divided  as  follows: 


- 

Government 

30% 

- 

Banking  and  finance 

17 

- 

Manufacturing 

15 

- 

Insurance 

14 

- 

Distribution 

7 

- 

Other,  including  publishing, 
utilities,  and  transportation 
(airlines) 

17 

100% 

GEOGRAPHIC  MARKETS 



United  States 

78% 

- 

Japan,  Far  East,  and  Australia 

8 

- 

Canada  and  Europe 

7 

- 

Mid-East  and  South  Africa 

4 

Mexico  and  South  America 

5 of  6 

3 

100% 

November  1 98 1 

©1981  by  INPUT.  Reproduction  Prohibited.  INPUT 


SOFTWARE  AG  SYSTEMS  GROUP,  INC. 


• U.S.  marketing  and  technical  support  centers  are  located  in  Atlanta;  Chicago; 
Denver;  Houston;  Kansas  City;  Los  Angeles,  Orlando  (FL);  New  York;  San 
Francisco;  Seattle;  and  Washington  DC. 

• Software  AG  of  Darmstadt,  West  Germany,  has  exclusive  rights  to  market 
ADABAS  and  NATURAL  in  Western  Europe,  and  retains  all  European  revenue 
from  sales  of  these  products.  SAG  also  markets  in  Western  Europe,  on  a 
royalty  basis,  all  products  developed  by  Software  AG  Systems  Group. 

European  distributors  are  located  in  Italy,  England,  France,  Sweden, 

Spain,  and  Holland. 

• Software  AG  distributors  are  also  located  in  Japan,  Venezuela,  Israel,  Canada, 
South  Africa,  Mexico,  Brazil,  Argentina,  Saudi  Arabia,  and  Australia. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Software  AG  maintains  the  following  equipment  running  under  a wide  variety 
of  operating  systems: 

At  its  Reston  headquarters: 

. 2 Cambex  1641s. 

I DEC  PDP- 1 1/70. 

In  Seattle: 

I IBM  4341. 

I DEC  VAX- 1 1/750. 

I DEC  PDP- 1 1/34. 
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SOFTWARE  AG  OF  NORTH  AMERICA, 
INC. 

1 180  Sunrise  Valley  Drive 
Reston,  VA  2209 1 
(703)  860-5050 


John  N.  Maguire,  President 
Private  corporation 
Total  employees:  68 
Total  revenues  fiscal  year  end 
12/31/77:  $6,000,000 


THE  COMPANY 

• In  197  I,  software  ag  of  North  America,  Inc.  was  founded  by  President  Maguire 
as  a software  house.  Its  first  product,  ADABAS,  was  offered  in  direct 
competition  with  IBM's  IMS  and  Cincom's  TOTAL.  The  company  is  the 
American  affiliate  of  software  ag  of  Darmstadt,  West  Germany,  whose  fiscal 
1977  revenues  were  $3.0  million.  Mr  Maguire  is  on  the  Supervisory  Board  of 
the  German  software  ag. 

• Company  revenues  increased  100%  from  $3.0  million  in  fiscal  1976  to  $6.0 
million  in  fiscal  1977.  The  software  is  currently  installed  at  a total  of  275 
sites,  up  from  150  sites  in  1976. 

• Management  states  that  software  ag  spent  over  $1.0  million  for  research  and 
development  in  1977  on  adapting  data  base  management  systems  for  use  on 
minicomputers  and  on  investigating  other  systems  software  areas  of  oppor- 
tunity. 

• In  May  1978,  at  the  users  Conference  in  Boston,  the  company  announced  that 
ADABAS  will  be  available  for  use  on  DEC  PDP-I  I Models  34  through  70  in 
January  1979.  The  initial  price  will  be  $40,000. 


KEY  PRODUCTS  AND  SERVICES 

• All  software  ag's  products  are  systems  software  packages.  Approximately  95% 
of  its  revenues  are  from  product  sales  and  5%  from  training  and  consulting 
related  to  product  sales. 

• The  company's  principal  product  is  ADABAS  (the  Adaptable  DAta  BAse 
System),  a data  base  management  system  (DBMS)  using  inverted  file  tech- 
niques, data  compression,  space  management,  and  automatic  data  protection. 


More  than  135  copies  have  been  installed  in  North  America  (up  from  80 
in  fiscal  1976).  Of  these,  75%  are  installed  on  IBM  OS  or  VS  and  25% 
are  installed  on  DOS  or  DOS/VS,  according  to  management.  To  date, 
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Since  January  1977,  the  company  has  also  marketed  Com-plete,  a program 
development  and  teleprocessing  monitoring  system  with  40  installations  at 

^nnnear.reud  initial  Packa9e  Price  of  $60,000  was  raised  to 

$90,000  on  February  15,  1978. 

^ATURAL,  introduced  in  May  1978,  is  a high  level  programming  language  for 
ADABAS  installations.  It  sells  for  $24,000.  Fifty-five  orders  for  NATURAL 
were  received  by  the  company  in  the  first  month  after  its  announcement. 

ADABOMP,  a bill  of  materials  processor  for  the  ADABAS  environment  was 
introduced  in  1977.  It  sells  for  $12,000  and  has  8 installations. 

The  company  has  developed  and  is  maintaining  interfaces  between  ADABAS 
and  CICS,  TSO,  Intercomm,  TASK/MASTER,  and  FASTER. 


APPLICATIONS  With  the  exception  of  ADABOMP,  all  software  ag's  products  are 
systems  software  packages..  ADABOMP  is  an  applications  software  package  for  the 
manufacturing  industry. 


INDUSTRY  MARKETS 

• The  company  does  not  specialize  in  particular  industries.  Its  revenues  are 
currently  generated  approximately  as  follows: 


Government 

30% 

Federal 

5% 

State  and  local 

25 

Manufacturing 

10 

Discrete 

8 

Process 

2 

Distribution 

10 

Retail 

5 

Wholesale 

5 

Banking  and  finance 

17 

Insurance 

Others,  including  publishing 

14 

utilities,  transportation  (airlines) 

19 

100% 

Management  expects  this  industry  mix  to  continue  for  the  next  couple  of 
years. 
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GEOGRAPHIC  MARKETS 

• The  Northeastern  states  are  the  largest  source  of  software  ag  revenues;  the 
Pacific  coast  is  second,  and  the  Midwest  is  third.  Other  revenue  sources  are 
the  Southeast,  Mountain,  and  North  Central  states. 

• Sales  and  support  offices  are  located  in  Chicago,  Houston,  Los  Angeles,  Miami, 
New  York,  and  San  Francisco.  Sales  only  offices  are  in  Detroit.  Support-only 
offices  are  in  Denver,  Indianapolis,  Minneapolis,  and  Seattle.  Independent 
agents  are  located  in  Toronto  and  Mexico  City. 

• The  company  has  affiliates  in  Argentina,  Australia,  Brazil,  Iran,  Israel,  Japan, 
South  Africa,  and  Venezuela. 


COMPUTER  HARDWARE  AND  SOFTWARE  All  required  computer  development  and 
test  time  is  obtained  from  the  following  three  external  sources:  Rit  French  Co., 

Rochester,  NY;  Planning  Research  Corporation,  McLean,  VA;  and  the  National 
Education  Association,  Washington,  DC.  These  sources  are  accessed  from  the  Reston 
office  through  RJE  terminals. 
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COMPANY 


SOFTWARE  AG  OF  NORTH  AMERICA,  INC. 
11800  Sunrise  Valley  Drive 
Reston,  Virginia  22091 
(703)  860-5050 


: (OM.  I^AXjLC 


HIGHLIGHT 


John  N.  Maguire,  President 
Private  corporation 
Computer  services  employees:  40 

(Includes  7 full-time  salesmen) 

Total  company  sales,  fiscal  year  end  6/76: 
approximately  $3,000,000 


KEY  PRODUCTS  AND  SERVICES: 

• Software  ag  is  100%  dedicated  to  software  products.  Ninety  percent 
of  that  revenue  comes  from  product  sales  and  10%  from  training  and 
consulting  related  to  product  sales. 

• Their  primary  software  product  is  ADABAS  (the  Adaptable  DAta  BAse 
System) . 

ADABAS  is  a data  base  management  system  (DBMS)  using  inverted 
file  techniques,  data  compression,  space  management  and  automatic 
data  protection. 

Can  be  used  simultaneously  as  a "host"  and  as  a self-contained"  DBMS. 

Over  80  copies  were  sold  in  North  America  of  which  80%  were  for 
IBM  OS  or  VS  sites,  and  20%  for  DOS  or  DOS/VS. 

Unit  price  is  $120K  for  OS  and  $90K  DOS.  Fifty  percent  discount 
for  additional  copies.  Lease  plans  are  also  available. 

• Since  January,  1976,  the  company  has  also  marketed  ADAMINT,  fi  customer 
developed  system  which  functions  as  a high  level  user  interface  to 
ADABAS.  Priced  as  a 10%  surcharge  to  the  ADABAS  price. 

OVERALL  ASSESSMENT: 

• Founded  in  1971  with  one  employee,  John  Maguire,  Software  ag  boldly 
and  successfully  offered  ADABAS  in  direct  competition  with  IBM's 

IMS  and  Cincom's  TOTAL,  two  of  the  largest  and  strongest  DBMS  products 
in  the  industry. 

• Maguire  originally  priced  ADABAS  as  a purchase  only  product  for 
$120,000  with  a $2,500  charge  for  an  on-site  demonstration.  This 
forced  him  to  quickly  prove  his  product's  uniqueness,  forced 
potential  clients  to  be  serious  about  the  product,  and  maximized 
the  productivity  of  Maguire's  scarce  company  resources. 

• Software  ag  is  now  well-positioned  in  a rapidly  growing  segment 
of  the  software  products  marketplace.  It  intends  to  continue  its 
historical  growth  rate  of  doubling  ADABAS  installations  every  year. 
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• The  company  is  dedicating  R & D dollars  to  the  minicomputer  data 
base  area  and  is  also  investigating  other  systems  software  areas 
of  opportunity. 

• If  the  company  chooses  new  areas  of  specialization  which  are 
closely  complementary  to  its  existing  strengths  and  resources, 
and  if  management  can  motivate  a larger  employee  base  to  pursue 
those  opportunities  with  the  same  single-mindedness  of  purpose 
that  has  characterized  the  company  in  the  past,  then  Software  ag 
is  in  an  excellent  position  to  grow  and  prosper  for  many  years. 


APPLICATIONS:  ADABAS  and  ADAMINT  are  classified 


as  systems  software. 


INDUSTRY  MARKETS:  Software  ag  does  not  specialize  by  industry.  Its  current 

retamLmiX20?.Srwment  ' 3°%  °f  revenues’  manufacturing,  energy  and 

retailing  - 20%;  banking  and  finance  - 17%;  insurance  - 14%;  and  all  others  - 19% 

Management  expects  this  mix  to  continue  for  the  next  couple  of  years. 

GEOGRAPHIC  MARKETS: 


• In  addition  to  the  Headquarters  office  in  Reston,  Virginia,  sales 

and  support  facilities  are  located  in  New  York,  Chicago,  San  Francisco, 
and  Los  Angeles.  Sales-only  offices  are  in  Detroit,  and  support-only 
offices  are  in  Seattle  and  Indianapolis.  Independent  agents  are  located 
in  Toronto  and  Mexico  City. 

• The  Northeastern  U.S.  is  the  largest  source  of  revenues  for  the 
company,  with  the  West  Coast  second,  and  the  Midwest  third. 

COMPUTER  HARDWARE  AND  SOFTWARE:  All  required  computer  test  time  is  obtained 

external  to  the  company. 
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Primary  Industry-Specific  Market:  Banking  and  Finance 


Software  Alliance  Corporation 

2 1 00  Milvia  Street 
Berkeley,  CA  94704 
(415)  548-7752 

CEO:  Jon  T.  Blankmeter,  President 
Subsidiary  of  Teknekron,  Inc. 

Founded:  1980 

Employees:  75* 

Revenue  (FYE  12/31/86):  $15  million* 


The  Company:  Software  Alliance  markets  and  supports  application  software  and 
turnkey  systems  to  financial  institutions  of  all  sizes  in  the  U.S.  and 
overseas 

Sources  of  Revenue: 

Application  Software  (90%)* 

Turnkey  Systems  (10%)* 

Key  Products: 

- Application  Software  (Utilizes  large  IBM  mainframes  running  under  MVS) 

• M&l  Integrated  Banking  System  is  the  cornerstone  of  Software  Alliance's 
product  line.  It  is  a comprehensive  bank  automation  system  for  medium  to 
large  financial  institutions 

• Bank  View  generates  reports  on  trend  and  financial  analyses 

• TekneCard  is  a credit  card  processing  system  designed  for  medium  and  large 
credit  portfolios 

• APX  II  (Analysis  Profitability  Extension)  is  a deposit  account  analysis,  profit- 
ability, billing  and  receivables  tracking  system  for  medium  to  large  financial 
institutions 

• Cost  and  Profitability  Reporting  System  (CAPR)  allows  financial  institutions 
to  determine  how  internal  profits  are  generated 

Turnkey  Systems 

• The  Bankmatic  Solution  is  a complete  banking  system  for  small-  to  medium- 
sized banks  ($1  milion  to  $1  billion  in  assets) 

Target  Industries: 

Banking  and  finance  (100%) 

Clients  include  over  100  banks  and  financial  institutions  of  all  sizes 
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Geographic  Markets: 

- U.S.  (90%) 

- Australia  and  New  Zealand  (10%) 

- Currently,  sales  are  concentrated  in  the  northeastern  part  of  the  U.S.  but  the 
company  is  trying  to  expand  its  markets  to  cover  more  of  the  U.S.  and  overseas 

- Sales  Offices:  Chicago,  Dallas,  Sarasota  (FL),  St.  Louis,  Cherry  Hill  (NJ) 

Milwaukee  (Wl),  Cleveland,  and  Melbourne  (Australia) 

Significant  Events: 

" system^  ' Software  Alliance  announced  completion  of  its  loan  management 

Au,riM  l98t’  Software  Alliance  acquired  the  operations  and  certain  products  of 
the  Weiland  Software  Group,  including  APX  II  (see  above) 

- In  July  1986,  Software  Alliance  acquired  the  exclusive  rights  to  the  products  and 
services  of  Bankmatic  Systems  in  Beaverton  (OR) 


O 
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Wellesley,  MA  02181 
(617) 237-4000 


SOFTWARE  ARTS,  INC. 

27  Mica  Lane 


Daniel  S.  Bricklin,  Chairman 
Robert  M.  Frankston,  President 
Private  Corporation 
Total  Employees:  130 
Total  Revenue,  Fiscal  Year  End 
12/31/83:  $15-20  million* 


THE  COMPANY 

• Software  Arts  was  founded  in  1979  to  develop  software  for  microcomputers. 
The  company's  first  product,  VisiCalc®  (licensed  to  VisiCorp),  has  sold  over 
650,000  copies  in  four  years.  In  1983  Software  Arts  began  marketing  its 
second  product,  TKISolver™  , a mathematical  software  tool. 

• Software  Arts'  chairman,  Dan  Bricklin,  stated  the  company's  1982  revenue 
exceeded  $8  million.  INPUT  estimates  1983  revenue  will  range  from  $15  to 
$20  million. 

• As  of  December  31,  1982,  the  company  had  79  employees.  The  company 
currently  has  130  employees. 

KEY  PRODUCTS  AND  SERVICES 

• Virtually  all  of  Software  Arts'  1982  revenue  was  derived  from  software 
product  royalties  and  services  associated  with  VisiCalc.  The  company's  1983 
revenue  was  primarily  from  its  new  TKISolver  software  product  line  and  from 
VisiCalc  software  royalties. 

• VisiCalc  was  developed  in  1979  through  the  combined  efforts  of  Dan  Bricklin 
and  Bob  Frankston.  It  is  licensed  exclusively  to  VisiCorp  of  San  Jose  (CA). 


The  spreadsheet  product  runs  on  a variety  of  microcomputers  and 
simplifies  the  building  of  numeric  models.  VisiCalc's  matrix  display 
assembles  data  into  tables  that  can  be  manipulated  to  do  forecasting, 
budgeting,  business  management,  marketing,  sales,  and  engineering.  A 
recalculation  feature  allows  the  user  to  change  any  number  in  the 
model  and  all  numbers  affected  by  the  change  are  instantly  recalcu- 
lated and  displayed. 

Software  Arts  developed  the  two  advanced  versions  of  VisiCalc 
marketed  by  VisiCorp  and  adapted  the  product  for  use  on  various 
brands  of  microcomputers. 
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There  are  currently  over  650,000  copies  of  VisiCalc  installed  world- 
wide. 

• Software  Arts'  TKISolver  equation  processor,  made  available  in  February 
1983,  is  a mathematical  microcomputer  software  tool  designed  to  solve 
problems  involving  analysis,  design,  and  planning. 

The  user  formulates  his  problem  as  a TKISolver  model,  using  sets  of 
equations  to  define  the  relationships  between  variables.  Once  the 
model  is  defined  and  known  values  are  entered,  TKISolver  solves  the 
problem  for  all  possible  unknown  values  via  an  Action  command  (I). 

There  are  eight  TKISolver  Sheets  that  consist  of  screen  displays  for  the 
user  to  record  model  information  required  to  solve  the  problem.  The 
number  of  sheets  required  depends  on  the  complexity  of  the  user- 
defined  model.  Sheets  include  the  following: 

. The  Rule  Sheet  contains  equations  entered  by  the  user  to  define 
the  model. 

. The  Variable  Sheet  contains  all  variables  and  their  character- 
istics, such  as  units  and  values. 

. The  Unit  Sheet  defines  the  conversions  between  units  of 
measurement. 

. The  Global  Sheet  sets  limits  and  required  restraints  for  the 
program,  the  solvers  (mechanisms  used  by  the  program  to 
perform  calculations),  and  the  printer. 

. The  List  Sheet  contains  all  lists  of  values  used  in  the  model. 

. The  User  Function  Sheet  contains  all  the  functions  created. 

. The  Plot  Sheet  contains  information  needed  to  produce  a plot  of 

values. 

. The  Table  Sheet  contains  information  needed  to  produce  a table 
of  values. 

Software  Arts  also  developed  and  markets  TKISolverPacks™  , 
packages  designed  for  use  with  TKISolver  which  solve  numeric 
problems  for  a specific  application. 

. Each  TKISolverPack  contains  approximately  twelve  models, 
each  of  which  includes  the  necessary  equations,  values,  and 
tables  for  solving  a particular  problem. 

. Applications  are  currently  available  for  financial  management, 
mechanical  engineering,  and  introductory  science.  Additional 
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applications  are  being  developed  for  building  design  and  con- 
struction. 

The  software  is  designed  for  use  on  the  Apple  lie  (Apple  DOS),  IBM 
PC/XT  (PC  DOS),  Wang  Professional  Computer,  and  DEC  Rainbow  100 
and  Professional  350  microcomputers  and  is  written  in  Software  Arts' 
proprietary  implementation  language. 

. On  November  28,  1983,  TKISolver  also  became  available  on  MS- 
DOS-based  microcomputers,  including  the  Texas  Instruments 
Professional  Computer,  Canon  AS- 1 00,  GRiD  Compass,  Zenith 
ZI00,  Eagle  1600,  and  Toshiba  T300. 

Over  50,000  copies  of  TKISolver  have  been  sold  worldwide.  It  is  priced 
at  $299.  Over  28,000  TKISolverPacks,  priced  at  $100  each,  have  been 
sold. 

• DIF™  is  a standard  data  file  format  developed  by  Software  Arts.  It  provides 
a standard  format  for  data  exchange  among  different  software  packages, 
including  VisiCalc  and  TKISolver. 

• Software  Arts  also  publishes  SATN®  (Software  Arts  Technical  Notes)  and 
TKISATN™  , instructional  journals  for  VisiCalc  and  TKISolver  users. 

• In  September  1983  an  agreement  between  Software  Arts  and  McGraw-Hill  was 
announced,  under  which  McGraw-Hill  will  produce  and  market  TKISolver  Packs 
based  on  books  it  publishes.  Scheduled  for  availability  in  the  first  quarter  of 
1984,  application  areas  include  civil,  mechanical,  and  chemical  engineering. 

INDUSTRY  MARKETS 

• Software  Arts'  products  are  marketed  to  end  users  across  industry  sectors. 

• The  company  is  marketing  its  TKISolver  products  primarily  through  distrib- 
utors and  dealers.  It  also  has  a program  to  market  directly  to  large  corpora- 
tions, with  volume  discounts  available. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  1982  revenue  was  derived  from  the  U.S.  During  1983 
revenue  will  be  derived  from  the  U.S.  and  from  over  13  foreign  countries. 

• Software  Arts  has  a network  of  six  distributors  and  2,500  dealers  across  the 
U.S.  Foreign  distributors  are  located  in  Australia,  Canada,  New  Zealand, 
Sweden,  and  the  U.K.  Dealers  are  located  in  Denmark,  Finland,  France, 
Holland,  Ireland,  Italy,  Norway,  and  West  Germany. 


3 of  4 

November  1 983 


©1983  by  INPUT.  Reproduction  Prohibited. 


INPUT 


SOFTWARE  ARTS,  INC. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• Software  Arts  has  the  following  computers  installed  at  its  headquarters: 

I DEC  VAX- 1 1/750,  VMS. 

4 Prime  850s,  PRIMOS. 

I Prime  9950,  PRIMOS. 
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COMPANY  HIGHLIGHT 


SOFTWARE  DESIGN  ASSOCIATES,  INC. 
71  Fifth  Avenue 
New  York,  NY  10003 
(212)  741-5200 


Jay  N.  Goldberg,  President 
Private  Corporation 
Total  Employees:  450 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $22,000,000 


THE  COMPANY 

• Software  Design  Associates,  Inc.  (SDA)  was  formed  in  1968  as  a professional 
services  firm.  In  1979  the  company  also  began  marketing  software  products 
and  providing  technical  training  for  data  processing  personnel.  Products  and 
services  are  marketed  to  over  400  clients. 

• 1982  revenue  was  $22  million,  a 22%  increase  over  1981  revenue  of  $18.1 
million.  A five-year  revenue  summary  follows: 


SOFTWARE  DESIGN  ASSOCIATES 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


-~~_^_FISCAL  YEAR 

ITEM  ~~ — _ 

1982 

1981 

1980 

1979 

1978 

Revenue 

. Percent  increase 
from  previous  year 

$ 22,000 
22% 

$ 18,100 
21% 

$ 15,000 
36% 

$ 1 1,000 
38% 

$ 8,000 
60% 

The  company  projects  revenue  of  $25  million  in  1983. 


SDA  management  states  that  the  company  is  profitable. 

SDA  is  organized  into  three  divisions  and  two  subsidiaries  as  follows: 

SDA  Professional  Services  Division  provides  professional  services 
primarily  to  nongovernment  clients. 

SDA  Products  Division  supports  all  software  product  sales. 

SDA  Learning  Services  Division  provides  technical  and  management 
training  services. 

SDA  Federal  Systems,  Inc.,  located  in  Greenbelt  (MD),  is  a subsidiary 
formed  in  mid- 1 982  to  provide  professional  services  to  federal  govern- 
ment clients  in  the  Washington,  D.C.  area. 
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Software  Design  Associates  (UK)  Ltd.,  a subsidiary  headquartered  in 
London,  provides  professional  services. 

• SDA's  450  employees  are  segmented  as  follows: 

Marketing/sales  20 

Systems  analysts,  programmers, 
customer  support  400 

General  and  administrative  _30 

450 

• SDA  considers  its  major  competitors  to  be  AGS  Computers,  Computer 
Horizons,  Computer  Task  Group,  DASD  Corporation  and  its  Spiridellis  & 
Associates  subsidiary,  LTI  Consulting  Services,  CGA  Computer  Associates, 
and  Automated  Concepts. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  95%  of  SDA's  1982  revenue  was  from  professional  services  and 
5%  from  software  product  sales.  Management  expects  1983  revenue  distribu- 
tion to  remain  approximately  the  same. 

• SDA's  professional  services  consultants  are  experienced  in  most  computer 
languages,  operating  systems,  and  development  of  a broad  range  of  applica- 
tions. Clients  include  commercial,  government,  and  nonprofit  organizations. 

Applications  development  expertise  is  in  banking,  insurance,  manufac- 
turing, telecommunications,  and  utilities. 

Support  activities  include  ongoing  training,  maintenance,  and  technical 
assistance. 

Examples  of  professional  services  contracts  include  the  following. 

. SDA  converted  Blue  Cross/Blue  Shield's  membership  data  and 
100,000  lines  of  code  from  a Honeywell  mainframe  to  an  IBM 
370/158  running  under  OS.  The  conversion  involved  the  design, 
execution,  and  testing  of  90  programs,  including  complete 
documentation. 

. Software  Design  Associates  (UK)  Ltd.  completely  managed  and 
maintained  London  Transport's  payroll  system  for  several 
months  while  London  Transport  staff  developed  and  imple- 
mented an  updated  payroll  system  for  its  new  IBM 
configuration.  SDA  staff  managed  over  150  programs  running  on 
ICL  equipment. 

• Software  products  available  through  SDA  include  CL/I,  INTERCOMM,  and 
COBOL  Rx.  SDA  discontinued  marketing  of  its  MINICOMM  teleprocessing 
monitor  in  1981. 
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CL/I,  a CICS  COBOL  program  generator  /programmer  productivity  tool 
introduced  in  1981,  is  an  enhanced  version  of  SDA's  former  SCORE 
product.  CL/I  is  designed  to  provide  users  with  an  expanding  library  of 
precoded,  standardized,  and  pretested  COBOL  code.  The  product  runs 
on  IBM,  Honeywell,  and  Univac  mainframes  and  generates  ANS  COBOL 
programs.  Pricing  ranges  from  $35,000  to  $55,000  including  installa- 
tion, training,  and  first-year  maintenance.  There  are  over  100  installa- 
tions of  the  product. 

INTERCOMM  is  a teleprocessing  monitor  that  supports  applications 
program  modules  written  in  any  standard  language.  The  package 
provides  device-independent  support  of  more  than  30  types  of  ter- 
minals. 


. Designed  for  use  in  integrated  data  base/data  communications 
environments,  INTERCOMM  provides  implementation  with  data 
base  management  systems  including  ADABAS,  IDMS,  IMS, 
TOTAL,  Model  204,  and  System  2000. 

. INTERCOMM  runs  on  IBM  (OS,  VS,  MVS),  Burroughs,  and  Honey- 
well mainframes. 

. With  approximately  250  installations,  INTERCOMM  is  priced  at 
$75,000  depending  on  features  required.  Pricing  includes  instal- 
lation, training,  and  first-year  maintenance. 

. SDA  introduced  an  Extended  Security  System  (ESS)  in  1982  for 
use  with  INTERCOMM  under  OS/VS.  ESS  provides  access 
control  for  single-  or  multiregion  terminal  users  for  INTER- 
COMM-controlled  system  resources  such  as  applications 
programs,  transaction  codes,  terminals,  and  files.  Individual 
users  must  sign  on  with  a unique  account  code  and  password, 
enabling  management  to  maintain  strict  internal  control.  ESS  is 
priced  at  $10,000. 

COBOL  Rx,  introduced  in  fall  1982,  is  a source  code  processor  produc- 
tivity tool  that  addresses  maintenance  problems  with  existing  program 
libraries.  The  product  reformats  and  standardizes  existing  programs 
without  changing  program  logic. 

. COBOL  Rx  runs  on  IBM,  Honeywell,  and  Univac  mainframes. 

. A three-year  license  is  priced  at  $4,500.  Pricing  for  a one-time 
purchase  is  $7,500. 

• The  SDA  Learning  Services  Division  provides  training  courses  and  workshops 
in  management  and  technical  areas.  Courses  can  be  structured  to  a client's 
requirements. 
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Among  the  workshops  offered  are: 

. Managing  Systems  Development  Projects. 

. Systems  Analysis. 

. Designing  Effective  Systems. 

. Practical  Structured  Programming. 

. CICS,  VSAM,  Assembler,  IMS. 

Management  courses  for  data  processing  managers  include: 

. Time  Management. 

. Management  Development. 

. Course  Design  and  Development. 

IBM  Personal  Computer  training  is  offered  using  computer-aided 

instruction  and  workbooks. 

INDUSTRY  MARKETS 

• The  majority  of  SDA's  1982  revenue  was  derived  from  clients  in  financial 
services  (primarily  banking  and  brokerage),  manufacturing,  telecommunica- 
tions, insurance,  and  utilities,  many  of  which  are  Fortune  500  companies. 
Approximately  5%  of  revenue  was  derived  from  government  clients. 

GEOGRAPHIC  MARKETS 

• Ninety-four  percent  of  SDA's  1 982  revenue  was  from  the  U.S.  and  6%  from  its 
London  office.  SDA's  traditional  market  has  been  in  the  Northeast  and  New 
England  regions. 

• Branch  offices  are  located  in  Garden  City  (NY),  Union  (NJ),  Norwalk  (CT), 
Philadelphia,  Chicago,  Phoenix,  and  Orlando.  Plans  include  opening  an  office 
in  Los  Angeles  by  the  end  of  1983. 

SDA  Federal  Systems  is  located  in  Greenbelt  (MD). 

SDA's  European  subsidiary  is  located  in  London. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• SDA  uses  Sun  Information's  Sunguard  timesharing  service  to  maintain  its 
software  products.  The  company  also  uses  a WANG  VS  minicomputer  at  its 
headquarters. 
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SOFTWARE  DESIGN  ASSOCIATES,  INC. 

260  Madison  Avenue 
New  York,  NY  10016 
(212)  686-2032 


f 


Jay  N.  Goldberg,  President 
Private  LorporafTon 
Total  Employees:  400 
Total  Revenues,  Fiscal  Year  End 
12/31/80:  $15,000,000* 


THE  COMPANY 

• Software  Design  Associates  (SDA)  was  formed  in  1968  and  initially  offered 
professional  services  to  its  clients.  During  1979,  SDA  extended  its  business 
offerings  to  include  the  marketing  of  software  products  and  the  provision  of 
technical  training  for  EDP  personnel. 

• SDA  has  achieved  an  average  annual  compounded  growth  rate  of  44%.  The 
company's  combined  1980  revenues  of  approximately  $15  million  showed  a gain 
of  36%  over  the  $11  million  reported  in  1979.  SDA  states  the  company  is 
profitable. 


c 


Total  revenues 
. Percent  increase 
from  previous  year 


SDA 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


1980 

1979 

1978 

1977 

1976 

$15,000 

$11,000 

$8,000 

$5,000 

$3,500 

36% 

38% 

60% 

43% 

40% 

• SDA  entered  into  the  software  products  market  by  the  acquisition  of  two 
communications  software  products  (INTERCOMM  and  MINICOMM)  and  a 
COBOL  generator  (SCORE)  from  Informatics  Inc.  in  1979.  Another  product, 
Dimension  V,  was  sold  to  Software  Systems  Corporation  in  May  1980. 

• In  addition  to  the  company's  professional  services  organization,  SDA  has  one 
division  and  a subsidiary  operation: 

SDA  Learning  Services  Division  provides  technical  and  management 
training  services. 

SDA  Products,  Inc.  markets  and  supports  all  software  product  sales. 

• SDA  and  its  subsidiary  employ  400  people.  Division  of  personnel  by  function  is 
as  follows: 

* SDA  estimate 
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Marketing/Sales  30 

Systems  analysts,  programmers, 
customer  support  325 

General  and  administrative  45 

400 

SDA  considers  its  major  competitors  to  be  AGS  Computers,  Computer 
Horizons,  Computer  Task  Group,  DASD  Corporation,  Lambda,  Sprilidellis, 
CGA,  and  Automated  Concepts. 


KEY  PRODUCTS  AND  SERVICES 

• In  1980,  SDA  derived  approximately  80%  of  its  revenues  from  professional 
services  and  20%  from  software  product  sales.  Management  expects  its  1981 
revenue  distribution  will  be  77%  professional  services,  22%  software  sales  and 
1%  from  training  workshops. 

• Since  its  inception,  SDA's  major  service  area  has  been  providing  professional 
services.  The  company's  staff  of  325  consultants  are  experienced  in  all 
computer  languages,  operating  systems  and  in  developing  a broad  range  of 
applications. 

All  of  SDA's  professional  service  revenues  are  derived  from  commercial 
clients. 

Applications  development  expertise  are  in  the  banking,  insurance  and 
utilities  industries. 

Support  activities  include  ongoing  training,  maintenance  and  technical 
assistance. 

• Software  products  marketed  by  SDA  include  SCORE,  INTERCOMM  and 
MINICOMM. 

SCORE,  a COBOL  program  generator /programmer  productivity  tool 
developed  by  Informatics,  was  purchased  by  SDA  in  September  1979. 
SCORE  is  a member  of  the  ICP  Five  Million  Dollar  Software  Club  and 
has  over  400  installations.  It  operates  on  many  manufacturers'  large- 
scale  computer  systems  and  generates  ANS  COBOL  programs.  The 
price  of  SCORE  ranges  between  $22,000  and  $41,000,  which  includes 
installation,  training  and  first-year  maintenance. 

INTERCOMM  and  MINICOMM  are  teleprocessing  monitors  which 
support  application  program  modules  written  in  any  standard  language. 

. MINICOMM  is  designed  for  smaller  systems  and  operates  on-line 
in  DOS  and  DOS/VSE  environments.  Included  in  its  features  are 
an  ability  to  provide  overlapping  I/O  with  processing,  an  overlay 
"switch"  which  provides  a virtual  capability  to  all  application 
programs  with  as  little  as  4K  core  memory,  and  complete 
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network  control  functions.  It  is  suited  for  the  first  time  on-line 
user  who  has  resources  for  multi-programming.  MINICOMM  sells 
for  $20,000,  including  a data  entry  subsystem,  documentation, 
maintenance  and  support.  Training  courses  are  also  available. 
MINICOMM  has  been  on  the  Datapro  Honor  Roll  for  five  years. 

. INTERCOMM  is  the  highest  upgrade  in  the  teleprocessing 
monitor  system.  It  is  designed  to  provide  device  independent 
support  of  more  than  30  different  terminal  types.  It  is  partic- 
ularly suited  to  integrated  data  base/data  communications  envi- 
ronments and  provides  implementation  with  a number  of 
standard  data  base  management  systems,  such  as  ADABAS, 
IDMS,  IMS,  TOTAL,  Model  204,  and  System  2000.  INTERCOMM 
functions  in  OS,  VS  and  MVS  environments.  INTERCOMM  has 
over  200  active  users  and  is  a member  of  the  ICP  Ten  Million 
Dollar  Club.  Sales  price  is  $69,375  depending  on  features 
required.  The  price  includes  installation,  training,  and  first  year 
maintenance. 

• The  SDA  Learning  Services  Division  provides  training  courses  and  workshops  in 
management  and  technical  areas.  Courses  can  be  structured  to  a client's 
requirements. 

Among  the  workshop  courses  offered  are: 

. Managing  Systems  Development  Projects 
. Systems  Analysis 

. Designing  Effective  Systems 

. Practical  Structured  Programming 

CICS 

Management  courses  for  DP  managers  include: 

. Time  Management 

. Problem  Solving 

. Course  Design  and  Development 


INDUSTRY  MARKETS  Most  of  SDA's  business  is  with  firms  in  the  banking,  utilities 
and  insurance  industries.  Its  clients  are  listed  among  the  Fortune  500  companies. 


GEOGRAPHIC  MARKETS  Ninety-seven  percent  of  SDA's  revenues  come  from  the 
U.S.  and  three  percent  from  its  London  office.  SDA's  traditional  market  has  been  in 
the  Northeast  and  New  England  regions.  Offices  have  recently  been  opened  in 
Phoenix  and  Chicago  to  serve  the  Southwest  and  Midwest  areas. 


COMPUTER  HARDWARE  SDA  uses  Sun  Information's  Sunguard  timesharing  service 
to  maintain  its  software  products.  In  addition,  a Wang  computer  is  installed  at  its 
headquarters  for  data  and  word  processing  functions. 
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SOFTWARE  DESIGN  ASSOCIATES,  INC. 

260  Madison  Avenue 
New  York,  NY  10016 
(212) 686-2032 


J.  N.  Goldberg,  President 
Private  Corporation 
Total  Employees:  300 
Total  Revenues,  Fiscal  Year  End 
12/31/78:  $8  million 


THE  COMPANY 

• Software  Design  Associates  (SDA)  was  founded  in  1968  and  initially  offered 
professional  services  to  its  clients.  During  the  past  year,  SDA  has  extended  its 
business  offerings  to  include  the  marketing  of  software  products  and  providing 
technical  training  for  EDP  personnel. 

• SDA's  new  product  offerings  were  obtained  through  the  acquisition  of: 

Software  Systems  Corporation  of  McLean,  VA  which  was  acquired  by 
SDA  in  March  1979.  Software  Systems'  major  product  is  Dimension  V,  a 
data  center  scheduler/performance  measurement  system. 

Marketing  rights  to  two  communications  software  products 
(INTERCOMM  and  MINICOMM)  and  a COBOL  generator  (SCORE) 
acquired  from  Informatics,  Inc.  in  1979. 

• A division,  SDA  Learning  Services,  has  been  formed  to  address  the  technical 
training  needs  of  clients'  EDP  staffs. 

• SDA  has  created  a subsidiary  organization,  SDA  Products,  Inc.,  to  market  and 
support  all  product  sales. 

• SDA  has  achieved  an  average  annual  growth  rate  (1973-1978)  of  42%.  The 
company's  combined  1978  revenues  of  approximately  $8  million  showed  a gain 
of  60%  over  the  $5  million  reported  in  1977.  With  the  acquisition  of  the  new 
software  products,  1979  revenues  are  expected  to  be  in  the  neighborhood  of 
$1  I million.  SDA  states  the  company  is  profitable. 


SOFTWARE  DESIGN  ASSOCIATES,  INC. 
FIVE  YEAR  FINANCIAL  SUMMARY* 
($  Thousands) 


-^FISCAL  YEAR 

ITEM 

1978 

1977 

1976 

1975 

1974 

Total  Revenues 
. Percent  increase 

$ 8,000 

$ 5,000 

$ 3,500 

$ 2,500 

$ 1,800 

from  previous  year 

60% 

43% 

40% 

39% 

29% 

SDA  Estimate 
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• The  company  considers  its  major  competitors  to  be  AGS  Computers,  Inc., 
Computer  Horizons  Corporation,  Computer  Task  Group,  Inc.,  DASD  Corpora- 
tion, and  Lambda  Corporation. 

• SDA  and  its  subsidiary  operations  employ  300  people.  Division  of  personnel  by 
function  is  as  follows: 


- 

Marketing/sales 

20 

- 

Software/customer  support 

250 

- 

General  and  Administrative 

30 

300 


KEY  PRODUCTS  AND  SERVICES 

• In  1978,  SDA  derived  approximately  5%  of  its  revenues  from  software  product 
sales  and  95%  from  professional  services.  At  the  end  of  fiscal  year  1979, 
management  expects  25%  of  its  revenues  will  be  derived  from  software  sales, 
70%  from  professional  services,  and  5%  from  training  workshops. 

• In  1971,  SDA  offered  three  financial  software  packages.  They  were  SDA- 
Accounts  Receivable,  SDA-Accounts  Payable,  and  SDA-General  Ledger. 
These  three  packages  ran  on  IBM  360/370  systems  (DOS,  OS,  VS)  and  used 
ANSI  COBOL.  SDA  ceased  offering  the  packages  in  1977. 

• Dimension  V is  a modular  performance  management  software  system 
developed  by  Software  Systems,  Inc. 

The  system  can  be  purchased  in  either  batch  or  on-line  versions  and 
provides  the  following  capabilities. 

. Resource  Management  and  Allocation. 

. Automated  Production  Control  and  Scheduling. 

. Performance  Evaluation. 

. Corporate  Forward  Planning. 

Dimension  V is  designed  to  perform  on  IBM  360/370  equivalent  systems 
operating  under  SVS,  MVS,  VSI  and  OS/MVT  using  COBOL,  PL/ 1 or  ALC 
languages.  Its  approximate  sales  price  of  $50,000  includes  installation, 
training  and  first  year  maintenance. 

• SCORE,  a COBOL  program  generator/programmer  productivity  tool  developed 
by  Informatics,  Inc.,  was  purchased  by  SDA  in  September  1979.  SCORE  is  a 
member  of  the  ICP  Five  Million  Dollar  Software  Club  with  over  300  instal- 
lations. It  operates  on  many  manufacturers'  large  computer  systems  and 
generates  ANS  COBOL  programs.  The  price  of  SCORE  ranges  between 
$25,000-30,000,  which  includes  installation,  training  and  first  year  mainte- 
nance. 

• INTERCOMM  and  MINICOMM,  both  purchased  from  Informatics,  are 
teleprocessing  monitors  which  support  application  program  modules  written  in 
any  standard  language. 
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MINICOMM  is  designed  for  smaller  systems  and  operates  on-line  in  DOS 
and  DOS/VS  environments.  Included  in  its  features  is  an  ability  to 
provide  overlapping  I/O  with  processing,  an  overlay  "switch"  which 
provides  a virtual  capability  to  all  application  programs  with  as  little  as 
4K  core  memory,  and  complete  network  control  functions.  It  is  suited 
to  the  first  time  on-line  user  who  has  resources  for  multi-programming. 
MINICOMM  sells  for  $10,000,  including  documentation,  maintenance, 
and  support.  Training  courses  are  also  available. 

INTERCOMM  is  the  highest  upgrade  in  the  teleprocessing  monitor 
system.  It  is  designed  to  provide  device  independent  support  of  more 
than  30  different  terminal  types.  It  is  particularly  suited  to  integrated 
data  base/data  communications  environments  and  provides  implemen- 
tation with  a number  of  standard  data  base  management  systems,  such 
as  ADABAS,  IDMS,  IMS,  TOTAL,  Model  204,  and  System  2000. 

. INTERCOMM  functions  in  OS,  VS  and  MVS  environments. 

. INTERCOMM  has  over  200  active  users  and  is  a member  of  the 
ICP  Ten  Million  Dollar  Club. 

Sales  price  is  between  $60,000  and  $90,000,  depending  on  the 
features.  The  price  includes  installation,  training,  and  first  year 
maintenance. 

• Since  its  inception,  SDA  has  provided  systems  and  software  planning  documen- 
tation and  installation  tailored  to  a clients  specific  requirements.  Support 
activities  include  ongoing  training,  maintenance,  and  technical  support. 

• A professional  services  area  in  which  SDA  has  recently  become  involved  is  in 
technical  training  of  EDP  staff.  This  service  is  an  outgrowth  of  its  training 
support  of  installed  software  systems.  Training  courses  and  workshops  are 
provided  as  part  of  a comprehensive  analysis  of  a client's  requirements. 

Among  the  workshop  courses  offered  are: 

. Managing  Systems  Development  Projects. 

. Systems  Analysis. 

Designing  Effective  Systems. 

. Practical  Structured  Programming. 

. Effective  Writing  Skills  For  EDP. 

A special  program,  "MIS  and  DP  Human  Resources  Development,"  has 
been  instituted  to  address  the  development  needs  among  EDP  personnel 
from  the  point  of  view  of  productivity  and  career  development. 

SDA  will  also  create  training  programs  for  specific  situations  involving 
technological  skills. 


INDUSTRY  MARKETS  Most  of  SDA'  business  is  with  firms  in  the  banking,  utilities 
and  insurance  industries.  Its  clients  are  listed  among  the  Fortune  500  companies. 


GEOGRAPHIC  MARKETS  Ninety-nine  percent  of  Software  Design  Associates' 
revenues  come  from  the  U.S.  market;  the  other  one  percent  is  generated  in  its 
London  office.  SDA'  traditional  market  has  been  in  the  Northeast  and  New  England 
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regions.  It  has  now  branched  into  the  Midwest  and  Southwest  with  offices  near 
Chicago  and  in  Dallas.  Ten  percent  of  its  professional  services  revenues  and  two 
percent  of  its  software  products  revenues  are  derived  from  these  offices.  SDA  has 
also  entered  the  international  market  with  five  offices  in  Central  and  South  America 
and  offices  in  London,  Milan  and  Tel  Aviv. 


COMPUTER  HARDWARE  Timesharing  service  with  Datacrown,  Ltd.,  provides 
maintenance  capabilities  for  SDA'  products.  In  addition,  a Wang  computer  is  used  at 
the  headquarters  office  for  data  and  word  processing  functions. 
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SOFTWARE  DESIGN 
P.  0.  Box  -4S54-  385V 
San  Mateo,  California  94402 
(415)  5 
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Private  company 

Total  employees:  not"  avail-able/  LlMm^  ^ ^ ^ ^ 

Total  company  sales,  fiscal  year 
end  1975:  over  $4-,QOO,OUQ* 


"7 ksL  tirrr^firtuu-- 1 

OVERALL  ASSESSMENT: 

Z~£Luu.ll  Bulm,  xUw  (CDI)xjg- 
companies  established  in  the  U. 
systems  software  products. 


founded  in  1968  as  one  of  the  first 
S.  solely  for  the  purpose  of  selling 


- Throughout  its  history,  SDI  has  consistently  been  a leader  in 
the  software  products  industry  in  terms  of  number  of  products 
sold,  DOS  market  penetration,  and  growth. 

It  is  currently  the  largest  hardware-vendor  independent  supplier 
of  software  exclusively  for  the  DOS  and  DOS/VS  marketplace. 


SDI  intends  to  continue  to  grow  and  increase  its  penetration  of  the 
software  products  marketplace.  Recognizing  the  need  for  a continual 
stream  of  new  products,  it  has  invested  significant  resources  on  the 
internal  development  of  new  products,  as  evidenced  by  its  Bermuda 
operation.  If  SDI's  experienced  management  team  can  identify  and 
introduce  new  products  as  expertly  in  the  future  as  it  has  in  the 
past,  then  the  company  should  continue  to  be  a leader  in  its  mar- 
ketplace for  years  to  come. 


KEY  PRODUCTS  AND  SERVICES: 

• SDI  is  dedicated  to  systems  software  products  for  the  IBM  DOS  and 
DOS/VS  marketplace.  Their  best  selling  software  products  are: 

GRASP:  a spooling,  accounting,  and  operating  system  enhance- 

ment package  for  IBM  DOS  users.  Sales,  since  its  introduction 
in  1968,  have  been  in  excess  of  $5,000,000.  The  package  is 
priced  at  $250  per  month  and  up. 

GRASP/VS:  a system  for  IBM  DOS/VS  users.  Has  facilities  very 

similar  to  those  of  GRASP.  Sales  to  date  are  more  than  $2,000,000. 
Currently  priced  at  $250  per  month  and  up. 

EPAT:  a tape  library  control  system  for  IBM  DOS  and  DOS/VS 

users.  Revenues  to  date  are  in  excess  of  $2,000,000.  Prices 
begin  at  $250  per  month. 
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FLEET:  a library  control  and  security  system  for  DOS  and  DOS/VS 

users.  Priced  at  $225  per  month  and  up. 


APPLICATIONS : 

All  of  SDI's  products  are  systems  oriented. 

INDUSTRY  MARKETS: 

SDI  does  not  specialize  by  industry.  Its  products  are  used  by  practi- 
cally every  industry  which  has  companies  using  IBM  DOS  or  DOS/VS 
computers . 


GEOGRAPHIC  MARKETS: 

• SDI  has  its  corporate  headquarters  in  San  Mateo,  California,  and  its 
operations  headquarters  in  Burlingame,  California.  It  maintains  its 
own  sales  force  outside  the  U.  S. 

• Sales  offices  are  located  in: 

Atlanta,  Georgia 

- Boston,  Massachusetts 
Chicago,  Illinois 
Cleveland,  Ohio 
Dallas,  Texas 
Detroit,  Michigan 

- Ft.  Lee,  New  Jersey 
Kansas  City,  Missouri 
Los  Angeles,  California 
Milwaukee,  Wisconsin 
Minneapolis,  Minnesota 
Oakland,  California 
Washington,  D.  C. 


COMPUTER  HARDWARE  AND  SOFTWARE: 

• SDI  has  an  IBM  360/40  on  site  at  its  Burlingame,  California,  operations 
headquarters  for  product  testing  and  maintenance.  The  company  also 
has  an  IBM  370/135  located  at  Bermuda,  which  is  dedicated  to  research 
and  development  activities. 
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Office  of  the  President 


September  20,  1978 


Ms.  Caroline  M.  Wood 
Manager,  Company  Analysis 
INPUT 

2180  Sand  Hill  Road,  Suite  320 
Menlo  Park,  CA  94025 

Dear  Ms.  Wood: 

With  reference  to  your  letter  of  September  7,  and  the 
COMPANY  HIGHLIGHT  on  SDI,  I'd  like  to  make  the  following 
comments : 

1.  This  company  is  now  officially  (and  in  the  market- 
place) called  SDI.  Please  delete  all  references  to 
"Software  Design,  Inc.." 

2.  The  correct  heading  information  is: 

SDI 

P.  0.  Box  5854 
San  Mateo,  CA  94402 

(415)  572-1200 

3.  Please  add  the  following  products: 

POX:  A modular  family  of  console  spooling  and 

video  console  support  software. 

REACH : A disk  space  management,  security,  and 

generation  data  set  control  system. 

4.  As  regards  the  product  prices  as  shown,  they  are  vague 
due  to  the  great  variety  of  configurations  available 
to  address  specific  user  circumstances.  Might  I 


SDI  / 2655  Campus  Drive  / P.O.  Box  5854  / San  Mateo,  CA  94402  / (415)  572-1200 


/ 


Ms.  Caroline  M.  Wood  -2-  September  20, 


suggest  a general  statement  such  as: 

"SDI  products  are  available  under  rental 
or  lease  plans,  and  all  are  modularly 
priced.  Systems  are  typically  in  the  low 
to  middle  hundreds  of  dollars  per  month. 

I look  forward  to  seeing  your  report. 


Kenneth  W.  Kert 
President 

KWK : dm 
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SOFTWARE  DESIGN,  INC. 

P.  0.  Box  4854 

San  Mateo,  California  94402 
(415)  697-3660 


4 

Kenneth  W.  Kert,  President 
Private  company 

Total  employees:  not  available 

Total  company  sales,  fiscal  year 
end  1976:  over  $4,000,000* 


OVERALL  ASSESSMENT: 

• Software  Design,  Inc.  (SDI)was  founded  in  1968  as  one  of  the  first 
companies  established  in  the  U.  S.  solely  for  the  purpose  of  selling 
systems  software  products. 

Throughout  its  history,  SDI  has  consistently  been  a leader  in 
the  software  products  industry  in  terms  of  number  of  products 
sold,  DOS  market  penetration,  and  growth. 

It  is  currently  the  largest  hardware-vendor  independent  supplier 
of  software  exclusively  for  the  DOS  and  DOS/VS  marketplace. 

• SDI  intends  to  continue  to  grow  and  increase  its  penetration  of  the 
software  products  marketplace.  Recognizing  the  need  for  a continual 
stream  of  new  products,  it  has  invested  significant  resources  on  the 
internal  development  of  new  products,  as  evidenced  by  its  Bermuda 
operation.  If  SDI's  experienced  management  team  can  identify  and 
introduce  new  products  as  expertly  in  the  future  as  it  has  in  the 
past,  then  the  company  should  continue  to  be  a leader  in  its  mar- 
ketplace for  years  to  come. 


KEY  PRODUCTS  AND  SERVICES: 

• SDI  is  dedicated  to  systems  software  products  for  the  IBM  DOS  and 
DOS/VS  marketplace.  Their  best  selling  software  products  are: 

GRASP:  a spooling,  accounting,  and  operating  system  enhance- 

ment package  for  IBM  DOS  users.  Sales,  since  its  introduction 
in  1968,  have  been  in  excess  of  $5,000,000.  The  package  is 
priced  at  $250  per  month  and  up. 

GRASP/VS:  a system  for  IBM  DOS/VS  users.  Has  facilities  very 

similar  to  those  of  GRASP.  Sales  to  date  are  more  than  $2,000,000. 
Currently  priced  at  $250  per  month  and  up. 

EPAT : a tape  library  control  system  for  IBM  DOS  and  DOS/VS 

users.  Revenues  to  date  are  in  excess  of  $2,000,000.  Prices 
begin  at  $250  per  month. 
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FLEET:  a library  control  and  security  system  for  DOS  and  DOS/VS 

users.  Priced  at  $225  per  month  and  up. 


APPLICATIONS: 

• All  of  SDI's  products  are  systems  oriented. 


INDUSTRY  MARKETS: 

• SDI  does  not  specialize  by  industry.  Its  products  are  used  by  practi- 
cally every  industry  which  has  companies  using  IBM  DOS  or  DOS/VS 
computers . 


GEOGRAPHIC  MARKETS: 

• SDI  has  its  corporate  headquarters  in  San  Mateo,  California,  and  its 
operations  headquarters  in  Burlingame,  California.  It  maintains  its 
own  sales  force  outside  the  U.  S. 

• Sales  offices  are  located  in: 

Atlanta,  Georgia 
Boston,  Massachusetts 
Chicago,  Illinois 
Cleveland,  Ohio 
Dallas,  Texas 
Detroit,  Michigan 
- Ft.  Lee,  New  Jersey 
Kansas  City,  Missouri 
Los  Angeles,  California 
Milwaukee,  Wisconsin 
Minneapolis,  Minnesota 
Oakland,  California 
Washington,  D.  C. 


COMPUTER  HARDWARE  AND  SOFTWARE: 

• SDI  has  an  IBM  360/40  on  site  at  its  Burlingame,  California,  operations 
headquarters  for  product  testing  and  maintenance.  The  company  also 
has  an  IBM  370/135  located  at  Burmuda,  which  is  dedicated  to  research 
and  development  activities. 
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SOFTWARE  INTERNATIONAL 
CORPORATION 

I Tech  Drive 
Andover,  MA  01810 
(617)  685-1400 


Jeffrey  S.  Goodman,  President 
(Acquisition  by  Computer  Associates 
International  pending) 

Total  Employees:  400 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $40,000,000* 


THE  COMPANY 

• Software  International  Corporation,  founded  in  1968,  provides  software 
packages  primarily  for  financial/accounting  and  human  resources  applications. 

Software  International  was  acquired  by  General  Electric  Information 
Services  Company  (GEISCO),  a unit  of  General  Electric  Company,  in 
October  1981  and  operated  as  a GEISCO  subsidiary  through  September 
30,  1986. 

Effective  October  I,  1986,  Software  International  began  reporting  to 
GE's  newly  created  Communications  and  Services  Organization. 

In  November  1986  Computer  Associates  International  announced  the 
signing  of  a letter  of  intent  to  acquire  all  of  the  stock  of  Software 
International  from  GE.  Terms  of  the  agreement  were  not  disclosed. 
The  acquisition  is  expected  to  be  finalized  by  the  end  of  1986.  The 
operations  of  Software  International  will  be  merged  into  Computer 
Associates. 

• INPUT  estimates  Software  International's  1985  revenue  was  $40  million  and 
that  1986  revenue  will  reach  $45-50  million.  Current  sales  of  financial 
software  products  for  DEC  systems  are  running  about  twice  the  rate  of  1985 
sales. 

• In  June  1986  Software  International  acquired  the  ownership  of  certain 
financial  software  from  Interactive  Systems,  Inc.  of  Lowell  (MA). 

The  acquisition  involved  portions  of  general  ledger,  accounts  payable, 
accounts  receivable,  fixed  assets,  and  payroll  applications  software 
packages.  These  have  subsequently  been  combined  with  software  from 
Software  International  to  form  the  Masterpiece  Series  VAX  line  of 
products  for  DEC  VAX  computers  that  is  currently  marketed  by 
Software  International. 

The  acquisition  provides  Software  International  with  product  documen- 
tation, exclusive  marketing  rights,  all  existing  customer  contracts,  as 
well  as  certain  staff  members  from  Interactive  Systems. 
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• Software  International  has  recently  created  a separate  DEC  business  organi- 
zation responsible  for  product  marketing,  development,  support,  sales  assist- 
ance, and  consulting.  The  company  intends  to  become  one  of  the  world's 
largest  providers  of  financial  applications  software  to  DEC  system  users. 

« As  of  December  31,  1985,  Software  International  had  approximately  400 
employees.  The  company  currently  has  about  390  employees. 

• Primary  competitors  in  the  mainframe  software  market  include  McCormack  & 
Dodge  and  Management  Science  America  (MSA).  In  the  minicomputer  market 
competitors  include  J.D.  Edwards,  Lawson,  McCormack  & Dodge,  and  MSA. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Software  International's  1985  revenue  was  derived 
from  application  software  products  and  associated  support  services. 

• Software  International  markets  and  supports  financial/accounting  and  human 
resources  application  software  packages  designed  for  various  mainframe  and 
minicomputer  systems. 

In  July  1985  Software  International  announced  the  Masterpiece® 
series,  a new  family  of  IBM  mainframe  products  built  with  an  Intelli- 
gent Architecture  design.  The  Masterpiece  series  features  business 
management  applications  and  borderless  integration  systems  that  allow 
for  future  data  base  independence  and  event-oriented  processing. 

Masterpiece  applications  share  a common  on-line  environment  and 
several  user-oriented  on-line  facilities,  including: 

. MasterQuery T,M  , a fourth-generation  inquiry  and  reporting 
system. 

. Online  Help,  a facility  that  provides  help  text  at  the  push  of  a 
button. 

. MasterSecurity™- system,  which  allows  users  to  access  multiple 
applications  with  a single  sign-on. 

. Menu  and  Screen  Navigation  allows  a user  to  move  from  screen 

to  screen  within  an  application  or  between  applications. 

In  addition  to  the  Masterpiece  series  designed  for  IBM  mainframes, 
Software  International  has  announced  the  Masterpiece/38T  M-  series  of 
products  for  the  IBM  System/38,  and  the  Masterpiece  Series  VAX 
family  of  products  for  DEC  VAX  computers. 

The  company  also  provides  products  for  HP  3000,  IBM  System  34/36, 
and  Wang  VS  minicomputers  and  Sperry  mainframes.  Smart  Link,  a 
micro-to-mainframe  link,  is  also  available. 
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Software  International  currently  has  approximately  6,000  product 
installations  worldwide. 

Software  International's  current  product  offerings  are  listed  in  the 
exhibit. 

INDUSTRY  MARKETS 

• Software  International's  revenue  is  derived  from  clients  across  industry 
sectors. 

• The  target  market  for  the  company's  products  is  Fortune  1000  companies. 

GEOGRAPHIC  MARKETS 

• Approximately  65%  of  Software  International's  1985  revenue  was  derived  from 
the  U.S.  and  Canada.  The  remaining  35%  was  derived  from  international 
sources  including  Europe,  Australia,  South  America,  the  Middle  East,  and  The 
Far  East. 

• Software  International  has  U.S.  offices  located  in  Andover,  Arlington  (VA), 
Atlanta,  Dallas,  Denver,  Houston,  Itasca  (IL),  King  of  Prussia  (PA),  Los 
Angeles,  Purchase  (NY),  Salt  Lake  City,  San  Francisco,  and  Wilmington. 

• Canadian  offices  are  located  in  Toronto  and  Montreal. 

• Software  International  has  subsidiaries  in  Australia,  Singapore,  New  Zealand, 
West  Germany,  and  the  U.K.  and  foreign  representatives  in  Bahrain, 
Columbia,  Finland,  France,  Indonesia,  Israel,  Mexico,  the  Netherlands, 
Norway,  Saudi  Arabia,  South  Africa,  Spain,  Sweden,  Switzerland,  and  the  U.K. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Software  International  has  the  following  computers  installed  for  research  and 
development  and  customer  support: 

I IBM  3083,  MVS. 

I DEC  VAX  8600,  VMS. 

I Wang  VS,  Release  6.3. 

I IBM  System  36,  SSP. 

I IBM  System  38,  CPF. 

I HP  3000,  MPE. 
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EXHIBIT 


SOFTWARE  INTERNATIONAL  SOFTWARE  PRODUCTS 


PRODUCT 

PRICING 

Masterpiece  (IBM  Mainframes) 

- General  Ledger  and  Financial  Reporting 

$71 ,900-$1 00,000 

- Accounts  Payable 

$65,000-$70,000 

- Accounts  Receivable 

$70,000-$75,000 

- Purchase  Order 

$50,000-355,000 

- Fixed  Assets 

$45,000-$50,000 

- Master  Query 

$25,000 

Masterpiece/38 

- General  Ledger  and  Financial  Reporting 

$38,000 

| - Accounts  Payable 

$25,000 

- Accounts  Receivable 

$25,000 

: - Fixed  Assets 

$25,000 

I - Payroll/Personnel 

$26,000 

- Human  Resources 

$17,500 

- Master  Query/38 

$7,500 

Masterpiece  VAX 

- General  Ledger  and  Financial  Reporting 

$28,000-$45,000 

- Accounts  Payable 

$16,000-$28,000 

- Accounts  Receivable 

$16,000-328,000 

- Fixed  Assets 

$16,000-330,000 

- Payroll  Personnel 

$18,000-330,000 

HP  3000,  IBM  System  34/36  Products 

- General  Ledger 

$18,000-$35,000 

- Acccount  Payable 

$9,750-$19,000 

- Accounts  Receivable 

$9,750-$21 ,800 

- Fixed  Assets 

$9,750-$25,500 

- Payroll 

$9,750-$24,700 

- Human  Resources 

$15,000 

Continued 
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EXHIBIT  (Cont.) 


SOFTWARE  INTERNATIONAL  SOFTWARE  PRODUCTS 


PRODUCT 

PRICING 

Wang  VS  Products 

- General  Ledger 

$18, 000-$33,500 

- Accounts  Payable 

$1 2,000-$1 9,000 

- Accounts  Receivable 

$12,000-$19,000 

- Fixed  Assets 

$15,000-$25,500 

- Payroll 

$15,000-$24,500 

- Human  Resources 

$10,000-315,000 

Sperry  Mainframe  Products 

- General  Ledger 

$35,000-395,000 

- Accounts  Payable 

$23,000-$55,000 

- Accounts  Receivable 

$23,000-359,000 

- Fixed  Assets 

$25,000-335,000 

- Payroll 

$26,000-330,800 

- Human  Resources 

$15,000-322,000 

Smart  Link 

$3,000-33,500 

Project  Accounting  and  Capital  Expenditures 

$88,000-3130,000 

(PACE) 
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COMPANY  HIGHLIGHT 


SOFTWARE  INTERNATIONAL 
CORPORATION 

2 Elm  Square 
Andover,  MA  01810 
(617) 475-5040 


William  G.  Watson,  Chairman  and 
President 

Private  Corporation 
Total  Employees:  300 
Total  Revenue,  Fiscal  Year  End 
9/80:  $18,000,000 


PRINCIPAL  BUSINESS 

• Software  International  Corporation  (SIC),  established  in  1968,  markets  finan- 
cial and  manufacturing  application  software  p 

FINANCIALS  ($  thousands) 

9/80 

Total  revenue  $18,000 

Percent  increase 

from  previous  year  54% 

ACQUISITION  ACTIVITY 

• SIC  acquired  AMS,  Inc.,  of  Bellevue,  WA,  in  October  1980.  AMS  developed  a 
manufacturing  resource  planning  system  for  Microdata  minicomputers  which  is 
marketed  to  manufacturers  with  $2  million  and  up  in  annual  sales.  The 
acquisition  became  the  nucleus  of  a newly  created  subsidiary,  MRP  Software 
International,  Inc. 

SOURCE  OF  REVENUE 

• 100%  Application  software  products. 

Financial/administrative  products  98% 

Manufacturing  products  2% 

SUBSIDIARIES 

MRP  Software  International. 

Simpac  Systems  Pty.  Ltd.,  Sydney,  Australia. 


>roducts. 


9/79 
$11 ,700 
29% 


9/78 
$ 9,100 
N/A 
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EMPLOYEES 


Marketing/sales 

75 

Software  development 

175 

General  and  administrative 

50 

300 


COMPETITORS 

• Financial  products. 

Management  Science  America  and  McCormack  and  Dodge. 

• Human  resource  systems. 

Information  Science,  Informatics,  and  Management  Science  America. 

• Manufacturing  systems. 

Martin  Marietta  Data  Systems,  Cincom  Systems,  and  Comserv. 

• State  and  local  government. 

American  Management  Systems  and  public  accounting  firms. 

PRODUCTS  AND  SERVICES 

• SIC's  corporate  financial  packages,  with  about  4,500  installations,  are  a family 
of  financial  applications  which  include  general  ledger  and  financial  reporting, 
accounts  receivable,  accounts  payable  management/purchase  order  control, 
fixed  asset  accounting,  payroll/personnel,  human  resource  management,  fiscal 
management,  and  work  order  management. 

The  applications  are  available  on  a variety  of  IBM,  DEC,  Univac,  ICL, 
Burroughs,  Hewlett-Packard,  Wang,  and  Prime  computers  with  versions 
for  DOS,  OS,  IMS,  TOTAL,  IDMS,  and  CICS.  Prices  range  from  $12,000 
to  $100,000  depending  on  options. 

• SIC's  MRP  Systems  I,  II,  and  III,  with  over  200  installations,  offer  materials 
requirements  planning  and  control,  master  production  scheduling,  and  shop 
floor  control  with  capacity  planning  and  purchasing.  MRP  Systems  II  and  III 
also  have  integrated  financial  systems. 

SIC's  manufacturing  packages  are  available  for  IBM  360/370  hardware 
and  are  priced  from  $79,200  to  $137,000. 

Minicomputer  versions,  available  for  IBM  System  3 and  34,  Wang, 
Microdata,  Hewlett-Packard,  and  Prime,  are  priced  from  $20,000  to 
$24,000. 
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• Tailored  versions  of  SIC's  general  ledger  and  fixed  asset  accounting  systems 
are  marketed  to  the  banking  industry.  Additionally,  a financial  reporting  and 
work  order  management  system  is  sold  to  the  utility,  construction,  and 
transportation/communications  industries. 

• Within  the  past  year,  SIC  introduced  a human  resource  management  system,  a 
fiscal  management  system  (Fiscal  DSS),  and  an  expanded  accounts  payable 
management  system  which  includes  a purchase  order  control  module. 

The  Human  Resource  Management  system  includes  capabilities  for 
control  and  reporting  of  employee  information,  benefits,  pensions, 
salary,  and  job  history,  as  well  as  for  reporting  for  OSH  A,  EEO,  and 
similar  regulatory  agencies. 

Fiscal  DSS,  an  on-line,  integrated  general  ledger,  accounts  payable,  and 
purchase  order  system,  allows  managers  to  preview  the  cumulative 
budgetary  impact  of  purchases,  commitments,  and  expenditures. 

• A complete  list  of  SIC's  software  products  is  given  in  the  exhibit. 

INDUSTRY  MARKETS 


Manufacturing 

51% 

Utilities 

15 

Distribution 

2 

Finance 

10 

Insurance 

12 

Medical/Hospital 

4 

Education 

3 

Transportation 

2 

State  and  Local  Government 

GEOGRAPHIC  MARKETS 

1 

100% 

International 

(includes  Canada) 

34% 

New  England 

22 

Southeast 

10 

Mid-Atlantic 

4 

Central 

14 

Southwest 

8 

West 

8 

100% 

SIC's  U.S.  offices  are  in  Rye  (NY);  Atlanta  (GA);  El  Monte  (CA);  San  Jose 
(CA);  Des  Plaines  (IL);  and  Houston  (TX). 

Canadian  offices  are  in  Toronto,  Vancouver,  and  Montreal. 
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EXHIBIT 

SIC  SOFTWARE  PRODUCTS 


NUMBER 

YEAR 

PRODUCT 

PRICE  RANGE 

INSTALLED 

INTRODUCED 

CORPORATE  ACCOUNTING/ 
HUMAN  RESOURCES 

— Accounts  Payable 

$12,600- 

30,800 

578+ 

1972 

— Accounts  Receivable 

$15,800  - 

35,800 

250+ 

1974 

— Fixed  Asset  Accounting 

16,800- 

26,400 

75+ 

1978 

— General  Ledger  and  Financial 
Reporting 

20,000  - 

58,300 

3500+ 

1970 

— Payroll/Personnel 

20,000  - 

22,000 

80+ 

1979 

— Fiscal  Management  (Fiscal  DSS) 

75,000  - 

125,000 

New 

1981 

— Human  Resource  Management 

12,600- 

13,200 

3 

1980 

— Accounts  Payable  Management/ 
Purchase  Order  Control 

Batch: 

Online: 

40.000 

50.000 

New 

1981 

MANUFACTURING  INDUSTRY 

- 

- MRP  1* 

20,000  - 

45,000 

115 

1980 

- MRP  II* 

24,000  - 

73,000 

15 

1980 

- MRP  III 

79,200  - 

137,000 

110 

1976 

UTILITY  INDUSTRY 

— Financial  Reporting  and  Work 
Order  Management 

66,000  - 

72,000 

12 

1978 

*MRP  I and  II  were  acquired  with  AMS,  Inc. 
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International  sales  are  handled  by  SIC  offices/distributor  arrangements  in  the 
U.K.,  France,  Holland,  Italy,  Norway,  Sweden,  Israel,  Saudi  Arabia,  Columbia, 
Hong  Kong,  Mexico,  South  Africa,  and  Brazil. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• SIC  has  a wide  range  of  computers  to  support  product  development.  These 
include  HP  3000,  Wang  2200  VS,  IBM  System  3,  34,  38,  and  4341. 
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COMPANY  HIGHLIGHT 


SOFTWARE  INTERNATIONAL  CORPORATION 

2 Elm  Square 
Andover,  MA  01810 
(617)475-5040 


William  G.  Watson,  President 
Private  Corporation 
Total  Employees:  150 
Revenues,  Fiscal  Year  End 
9/78:  $9.1  million 


THE  COMPANY 

• Software  International  Corporation  (SIC)  provides  software  package  products 
for  manufacturing  and  corporate  financial  applications. 

• It  was  founded  by  W.  G.  Watson  and  others  in  1972  as  a contract  programming 
subsidiary  of  Manufacturing  Management  Sciences,  Inc.  (MMS).  Since  then, 
SIC  has  become  the  parent  of  MMS  and  is  specializing  in  software  products. 
Contract  programming  is  no  longer  being  performed. 

• SIC  has  an  aggressive  marketing  organization.  By  devoting  nearly  20%  of  its 
staff  to  marketing  and  support,  it  has  achieved  revenues  of  almost  $9.1  million 
in  six  years.  Its  packages  are  currently  installed  at  approximately  1500 
locations  in  28  countries. 

• According  to  management,  the  demand  for  application  software  by  users  of 
small  computers  for  stand-alone  and  distributed  data  processing  has  resulted  in 
the  formation  of  a new,  separate  division  of  Software  International,  the  Small 
Business  Systems  Division.  Initial  products  are  financial  applications,  but 
management  expects  to  broaden  the  product  line. 


KEY  PRODUCTS  AND  SERVICES 

• Ninety-five  percent  of  SIC  annual  revenues  are  generated  from  the  following 
financial  and  manufacturing  products: 

Corporate  financial  packages,  with  more  than  1400  installations,  are  a 
family  of  financial  applications  which  include  general  ledger  and 
reporting,  accounts  receivable  and  payable,  fixed  asset  accounting, 
payroll,  personnel,  and  labor  distribution  applications.  They  are 
available  for  DEC,  Univac,  ICL,  Honeywell,  Burroughs,  and  IBM  main- 
frames with  DOS,  OS,  IMS,  TOTAL,  IDMS,  and  CICS.  The  financial 
applications  range  in  price  from  $8,000  to  $52,000  per  package. 

The  Manufacturing  Resource  Planning  package,  with  45  installations, 
offers  material  requirements  planning  control,  master  production 
scheduling,  shop  floor  control  with  capacity  planning,  and  purchasing. 
Price  of  the  product  ranges  from  $66,000  to  $134,000  depending  on 
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options.  The  manufacturing  package  is  currently  offered  over  CDC's 
Service  Bureau  timesharing  network. 

Adaptations  of  the  General  Ledger  and  Financial  Reporting  system  for 
use  on  Burroughs  B-1700  and  B-1800  series  business  computers  as  well 
as  the  Interdata  8/32  minicomputers  are  available  from  the  Small 
Business  Systems  Division.  Originally  developed  for  large-scale  CPUs, 
the  Interdata  package  costs  $15,000  and  the  Burroughs  package  costs 
$20,500.  The  SIC  accounts  receivable  software  system  has  also  been 
adapted  for  the  Burroughs  and  costs  $17,500. 

. Computers  for  which  the  packages  are  recently  available 

include  IBM  System/3  and  System/34,  Hewlett  Packard  3000, 
Univac  90/30,  Honeywell  62,  Interdata  7/32,  ICL  2903/2904,  and 
Wang  VS. 

In  the  past  year  SIC  has  introduced  a new  payroll  package,  a fixed  asset 
accounting  system,  as  well  as  a financial  reporting  and  work  order 
management  system  for  utilities,  construction  and  energy  distribution 
industries. 

. FIXED  ASSET  ACCOUNTING  maintains  complete  asset 

information  and  produces  a full  range  of  asset  accounting,  tax 
and  property  control  reports. 

. PAYROLL/PERSONNEL  accommodates  a variety  of  payroll  and 
personnel  needs,  allows  for  multiple  earnings  and  deduction 
categories,  is  capable  of  processing  different  payrolls,  each  with 
different  frequencies,  and  retaining  complete  reporting  and  audit 
control.  The  personnel  information  base  includes  standard 
personnel  data  as  well  as  salary  and  job  history.  The  system  has 
a DOS  version  price  of  $17,500  for  large  business  system 
machines  (e.g.,  IBM  360/370)  and  a price  of  $12,000  for  small 
business  system  machines  (e.g.,  IBM  System/3). 

FINANCIAL  REPORTING  AND  WORK  ORDER  MANAGEMENT 
SYSTEM  is  based  on  Software  International's  General  Ledger  and 
Financial  Reporting  System  and  provides  general  ledger,  account 
management,  and  project  control  tools  for  the  utility  and 
construction  industries. 

• The  remaining  5%  of  revenues  are  generated  by  consulting  services  to  its 
software  clients.  SIC  also  provides  education,  training,  documentation  and 
implementation  support  to  its  users. 


APPLICATIONS  All  SIC  applications  are  within  the  general  business  category. 
Software  International's  propriety  data  base  managers  are  bundled  into  both  the 
financial  and  manufacturing  packages. 


INDUSTRY  MARKETS  Although  its  users  come  from  all  industries,  the  manu- 
facturing industry  provides  SIC's  major  revenue  source,  as  shown  below: 
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Manufacturing 

59% 

Utilities 

15 

Distribution 

2 

Finance 

10 

Insurance 

10 

Medical/Hospital 

2 

Education 

2 

100% 

GEOGRAPHIC  MARKETS  SIC's  key  geographic  markets  are  the  Midwestern  states. 
International  saies  and  the  Northeastern  states  closely  follow,  as  shown  below: 

GEOGRAPHIC  MARKET  % of  Annual  Revenues 


International 

22% 

New  England 

5 

Northeast 

20 

East  North  Central 

20 

West  North  Central 

15 

Pacific 

10 

Southeast 

5 

South  Central 

3 

100% 

COMPUTER  HARDWARE  AND  SOFTWARE  SIC  has  an  IBM  360/30.  However,  it  is 
primarily  used  as  a remote  job  entry  device  and  is  limited  to  stand  alone  processing. 
The  majority  of  their  development  work  is  performed  on  Systems  Dimensions 
network. 
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COMPANY  HIGHLIGHT 


SOFTWARE  INTERNATIONAL 
CORPORATION 


William  G.  Watson,  President 
Private  corporation 
Computer  services  employees:  130 
Revenues,  fiscal  year  end  9/76: 
$5.6  million 


2 Elm  Square 
Andover,  MA  01810 
(617)  475-5040 


THE  COMPANY 

• Software  International  Corporation  (SIC)  was  founded  in  1968  by 
William  G.  Watson  and  others  as  a contract  programming  subsidiary 
of  Manufacturing  Management  Sciences,  Inc.  (MMS).  Since  then,  SIC 
has  become  the  parent  of  MMS  and  has  specialized  in  applications 
software  products. 

• SIC  provides  modular  software  for  manufacturing  and  corporate 
financial  applications. 

• SIC  appears  to  place  high  emphasis  on  product  enhancement.  It  has 
recently  announced  that  its  accounts  receivable  module  is  compatible 
with  IBM  System  3 equipment  and  that  three  new  modules  have  been 
added  to  the  manufacturing  package.  In  the  near  future,  the  company 
is  expected  to  announce  that  its  payroll  module  is  compatible  with 
System  3 and  the  entire  financial  package  is  available  for  Burroughs 
mainframes. 

• SIC  appears  to  have  an  aggressive  marketing  organization.  By 
devoting  nearly  20%  of  its  staff  to  marketing  and  support,  it  has 
achieved  revenues  approaching  $6  million.  Its  products  are  currently 
installed  at  more  than  1000  locations  in  22  countries. 


KEY  PRODUCTS  AND  SERVICES 

• Ninety-five  percent  of  SIC  annual  revenues  are  generated  by  products 
in  two  basic  software  categories: 


The  corporate  financial  category,  with  approximately  1000 
installations,  includes  general  ledger,  accounts  receivable  and 
payable,  payroll,  personnel,  and  labor  distribution  applications. 
Primarily  batch  applications  (accounts  receivable  and  general 
ledger  modules  are  now  available  in  an  online  mode  as  well), 
they  are  compatible  with  DEC,  Honeywell,  Univac,  ICL,  and 
IBM  mainframes  with  DOS,  OS,  IMS,  IDMS,  TOTAL,  or  DL/I. 
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The  Net  Change  Material  Requirements  Planning  package, 
with  30  installations,  currently  offers  manufacturing  and 
production  control.  SIC  will  soon  announce  test  installations 
of  three  new  modules:  shop  floor  control  and  capacity 

planning,  master  production  scheduling,  and  purchasing.  All 
are  available  for  online  or  batch  application  and  are  com- 
patible with  any  IBM  360  or  370  mainframe  with  a minimum  of 
64K  Core. 

Both  the  financial  and  manufacturing  products  are  also 
available  interactively  through  service  bureaus.  Service 
Bureau  Corporation  has  exclusive  rights  to  offer  the  manu- 
facturing package  interactively.  The  financial  package  is 
available,  on  a non-exclusive  arrangement,  through  several 
service  bureaus  in  the  U.S. 

• The  remaining  5%  of  revenues  are  generated  by  consulting  services  to 
its  software  clients.  SIC  also  provides  complete  documentation  and 
implementation  support  to  its  users. 


APPLICATIONS:  All  SIC  applications  fit  into  the  general  business  category. 
The  proprietary  data  base  managers  are  bundled  into  both  the  financial  and 
manufacturing  packages. 


INDUSTRY  MARKETS:  Although  its  users  come  from  all  industries,  the 
manufacturing  industry  provides  SIC's  major  revenue  source,  as  shown  below: 


Manufacturing 

54% 

Utilities 

12% 

Distribution 

10% 

Finance 

10% 

Insurance 

10% 

Medical/Hospital 

2% 

Education 

2% 

GEOGRAPHIC  MARKETS:  The  company's  key  geographic  market  is  the  Midwestern 

states  with  international  sales  and  the  Northeastern  states  as  close  seconds,  as  shown 
below: 


International 

22% 

New  England 

5% 

Northeast 

20% 

North  Central 

5% 

Midwest 

30% 

West 

1% 

Pacific 

9% 

Southeast 

5% 

South  Central 

3% 
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• Western  corporate  headquarters  are  in  San  Diego,  California.  The  company's 
twelve  sales  offices  are  located  in  Massachusetts,  Delaware,  New  York,  Ohio, 

Illinois,  Texas,  California,  and  Toronto  Canada. 
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COMPUTER  HARDWARE  AND  SOFTWARE:  SIC  does  not  offer  any  inline  services. 
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COMPANY  HIGHLIGHT 


SOFTWARE  INTERNATIONAL  CORPORATION  William  G.  Watson,  President 
2 Elm  Square  Private  corporation 

Andover,  Mass.  01810  Computer  services  employees:  130 

(617)  475-5040  Revenues,  fiscal  year  end  9/76: 

$5.6  million 

COMPANY  BACKGROUND: 

• Software  International  Corporation  (SIC)  provides  software  package 
products  for  manufacturing  and  corporate  financial  applications. 

• It  was  founded  by  W.  G.  Watson  and  others  in  1972  as  a contract 
programming  subsidiary  of  Manufacturing  Management  Sciences,  Inc. 
(MMS) . Since  then,  SIC  which  has  become  the  parent  of  MMS,  has 
specialized  in  software  products,  no  longer  performing  any  contract 
programming. 

OVERALL  ASSESSMENT: 


SIC  has  an  aggressive  marketing  organization.  By  devoting  nearly 
204  of  its  staff  to  marketing  and  support,  it  has  achieved  revenues 
of  almost  5 million  in  four  years.  Its  packages  are  currently 
installed  at  approximately  700  locations  in  19  countries. 

SIC  appears  to  place  high  emphasis  on  product  enhancement.  In 
the  near  future,  it  will  announce  both  that  its  financial  package 
has  been  adapted  to  Burroughs  mainframes  and  that  the  payroll  and 
accounts  receivable  segments  can  be  processed  on  the  IBM  System  3. 

The  manufacturing  package  is  currently  offered  over  the  Service 
Bureau  Corporation's  timesharing  network.  SIC  is  negotiating 
with  a San  Francisco  bay  area  timesharing  company  to  offer  the 

(57U2/U  ©&A  m d-OffrL  loe^,  [j 

Ninety-five  percent  of  SIC  annual  revenues  are  generated  by  two 
basic  software  products: 
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The  corporate  financial  package,  with  more  than 
650  installations,  includes  general  ledger,  accounts 
receivable  and  payable,  payroll,  personnel,  and  labor 
distribution  applications.  It  is  available  for  DEC, 
Univac,  ICL  and  IBM  mainframes  with  DOS,  OS,  IMS,  or 
TDTAT 
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The  Materials  Requirements  Planning  package, 
with  20  installations,  offers  manufacturing  and 
production  control.  It  is  available  for  the  IBM 
360/370s  only. 

• The  remaining  5%  of  revenues  are  generated  by  consulting  services 
to  its  software  clients.  SIC  also  provides  documentation  and 
implementation  support  to  its  users. 

APPLICATIONS : All  SIC  applications  fit  into  the  general  business 

category.  The  proprietary  data  base  managers  are  bundled  into  both 
the  financial  and  manufacturing  packages. 

INDUSTRY  MARKETS:  Although  its  users  come  from  all  industries,  the 

manufacturing  industry  provides  SIC's  major  revenue  source,  as  shown 
below: 


INDUSTRY 


% of  annual  revenues 


Manufacturing 

59% 

Utilities 

15% 

Distribution 

2% 

Finance 

10% 

Insurance 

10% 

Medical/Hospital 

2% 

Education 

2% 

100% 


GEOGRAPHIC  MARKETS : Key  geographic  market  is  the  Midwestern  states 

with  international  sales  and  the  Northeastern  states  as  close  seconds, 
shown  below: 

GEOGRAPHIC  MARKET  % of  annual  revenues 


International 

22% 

New  England 

5% 

Northeast 

20% 

North  Central 

0 

Midwest 

35% 

West 

10% 

Pacific 

0 

Southeast 

5% 

South  Central 

3% 

100% 


COMPUTER  HARDWARE  AND  SOFTWARE: 


as 


SIC  does  not  offer  any  on-line  services. 
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COMPANY  PROFILE 


THE  SOFTWARE  LINK,  INC. 

8601  Dunwoody  Place,  N.E. 
Suite  632 

Atlanta,  GA  30338 
(404)  998-0700 


Rod  Roark,  CEO 
Private  Corporation 
Total  Employees:  57 
Total  Revenue,  Fiscal  Year  End 
11/30/85:  $10,000,000 


THE  COMPANY 

• The  Software  Link,  Inc.  (TSL),  founded  in  January  1983,  provides  multi- 
user/multitasking and  networking  systems  software  for  IBM  and  compatible 
microcomputers.  During  1986  TSL  introduced  its  first  application  product,  a 
multi-user  accounting  system  for  PC-DOS  environments.  The  company  also 
markets  a workstation  and  expansion  memory  boards. 

• Fiscal  1985  revenue  reached  $10  million,  a 614%  increase  over  fiscal  1984 
revenue  of  $1.4  million.  TSL  management  estimates  fiscal  1986  revenue  will 
reach  $22  million. 

• As  of  November  1985,  TSL  had  57  employees.  The  company  currently  has  75 
employees. 

• Major  competitors  in  the  Fortune  500  and  government  markets  include  IBM 
and  NCR.  Other  competition  comes  from  Novell. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  75%  of  TSL's  fiscal  1985  revenue  was  derived  from  the 
company's  multi-user/multi-tasking  and  networking  systems  software  products 
for  IBM  and  compatible  microcomputers.  The  remaining  25%  was  derived 
from  the  company's  various  hardware  products. 

• TSL's  target  market  for  its  software  products  ranges  from  Fortune  500 
companies  to  small  firms  with  revenues  under  $1  million,  as  well  as  govern- 
ment and  educational  institutions.  The  company  has  over  30,000  product 
installations  worldwide.  Current  software  product  offerings  include  the 
following: 

MultiLink  Advanced™-  , a software-driven  network,  creates  a multi- 
user and  multi-tasking  environment  for  up  to  nine  users  or  tasks  on  a 
single  computer. 

. The  system  runs  on  IBM  PC,  XT,  AT,  and  compatible  micro- 
computers under  PC-DOS  2.0  or  greater  and  certain  implemen- 
tations of  MS-DOS. 
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. As  many  as  eight  ASCII  terminals  may  be  connected  to  a host 
microcomputer  through  standard  RS-232  ports. 

. A version  of  MultiLink  Advanced  that  supports  the  NETBIOS 
standard  for  intertask  communications  was  announced  in  March 
1986. 

. MultiLink  Advanced  is  priced  at  $495. 

LANLink™'  is  a software-driven  local  area  network  that  transfers  data 
between  IBM  and  compatible  microcomputers  at  0.1  megabits  per 
second  through  RS-232  ports. 

. The  NETBIOS  version  of  LANLink  will  be  available  in  July  1986. 

. LANLink  Starter  Kit,  which  includes  modules  for  both  a server 

and  a satellite  and  50  feet  of  cable,  is  priced  at  $495.  Addi- 
tional satellite  software  diskettes  are  priced  at  $99. 

In  June  1986  TSL  introduced  a PC-DOS  emulator  for  the  Commodore 
Omega.  The  emulator  is  priced  at  $99. 

NetProfit™-  , introduced  in  May  1986,  is  a series  of  multi-user 
accounting  software  packages  for  PC-DOS  environments. 

. Written  in  Business  Basic  Extended™'  (BBx)  from  BASIS  of 
Albuquerque  (NM),  NetProfit  allows  simultaneous  access  to 
accounting  data  base  files  for  up  to  30  users. 

. NetProfit  modules,  priced  at  $795  each,  include  General  Ledger, 
Accounts  Payable,  Accounts  Receivable,  Inventory  Control, 
Orders  and  Invoicing,  and  Sales  Analysis. 

. NetProfit  can  be  used  in  conjunction  with  MultiLink  Advanced 
and  LANLink,  allowing  users  from  as  many  as  72  workstations 
access  to  NetProfit  data. 

. NetProfit  is  targeted  to  businesses  with  $2  million  or  more  in 
revenue. 

• TSL  also  markets  the  PC  Shadow  Workstation  and  serial  and  memory 
expansion  boards. 

INDUSTRY  MARKETS 

• TSL's  products  are  used  by  clients  across  industries. 

• Approximately  50%  of  revenue  is  derived  from  direct  sales  to  Fortune  500  and 
government  clients  and  50%  from  sales  through  dealers. 
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GEOGRAPHIC  MARKETS 

• Approximately  80-85%  of  TSL's  1985  revenue  was  derived  from  the  U.S.  and 
15-20%  from  international  sources. 

• TSL  has  a sales  office  in  Toronto.  The  company  also  has  foreign  distributors 
in  Belgium,  the  U.K.,  Italy,  Norway,  Mexico,  Australia,  Egypt,  Guam, 
Jamaica,  Kuwait,  the  Phillipines,  Spain,  Switzerland,  the  United  Arab 
Emerites,  Central  and  South  America,  and  the  Caribbean  (through  Miami). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• TSL  has  a variety  of  microcomputers  installed  for  research  and  development. 
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Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


August  1996 

Software  Maintenance  Specialists 


President  & CEO:  Mike  Winder 

COO:  Patrick  A.  Dolan 

3 Hutton  Centre  Drive 
Suite  100 

Santa  Ana,  CA  92707 

Phone:  (714)  850-6600 

Fax:  (714)850-6629 


Status:  Private 

Employees:  300  (8/96) 

Revenue:  $42,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Software  Maintenance  Specialists  (SMS) 
provides  a range  of  outsourcing  and 
professional  services  to  more  than  50 
companies  in  Southern  California  and 
across  the  U.S. 

• SMS  has  grown  from  a startup  with  annual 
sales  of  $200,000  in  1982,  to  a $42+  million 
company. 

• In  June  1996,  SMS  was  awarded  an 
outsourcing  contract  with  Tektronix, 

©INPUT  1996 


expanding  the  company’s  client  base  in  the 
western  U.S.  and  reflecting  the  company’s 
growing  presence  in  the  electronics 
manufacturing  industry. 

Company  Description 

SMS,  founded  in  1981  by  Mike  Winder, 
provides  multiplatform  systems  management, 
data  processing,  systems  integration, 
technical  support,  and  application 
development  services  to  clients  in  a range  of 
industries. 

Company  Strategy 

SMS’  strategy  has  been  to  develop  a range  of 
outsourcing  options  to  help  clients  focus  more 
on  their  products  or  services  and  less  on 
supporting  data  processing  technology. 
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Outsourcing  options  include: 

• Selective  Outsourcing — Gives  SMS  the 
responsibility  for  specific  IS  functions — the 
data  center  and  applications  support. 

• Transitional  Outsourcing — The  client  gives 
SMS  responsibility  for  day-to-day  operations 
of  legacy  systems,  allowing  the  client’s 
internal  staff  to  focus  on  the  development  of 
new  technology. 

• Full  Outsourcing — Usually  used  by  small  to 
medium-sized  businesses.  SMS  takes  full 
responsibility  for  a company’s  data 
processing  function,  freeing  the  company  to 
focus  on  business  strategy  and  SMS  to  focus 
on  the  tactical  execution  of  information 
services. 

SMS  offer  customers  a highly  defined 
methodology  for  managing  and  reporting 
service-level  deliverables. 

Organization  and  Structure 

SMS  is  headquartered  in  Santa  Ana  (CA), 
with  data  centers  in  La  Mirada  and  Irvine 
(CA). 

SMS’  key  executives  are  listed  below: 


SMS  Key  Executives 


Name 

Title 

Mike  Winder 

President  &CEO 

Patrick  A.  Dolan 

COO 

Sofia  Stieve 

CFO 

Bill  La  Pyrne 

Data  Center  Director 

John  Corcoran 

Director  of  Technology  Services 

Financials 

It  is  estimated  that  SMS’  1995  revenue 
reached  $42  million.  SMS  management 
attributes  the  company’s  growth  to: 

• Dedication  to  customer  service,  resulting  in 
customer  references 

• Aggressive  marketing 

• Increase  in  market  demand  for  outsourcing 

Revenue  Analysis  by  Product  / Service 

Approximately  60%  of  SMS’  1995  revenue  was 
derived  from  systems  management/systems 
operations/processing  services,  30%  from 
systems  integration,  and  10%  from  application 
development  professional  services. 

More  than  two-thirds  of  SMS’  clients  rely  on 
SMS  to  provide  all  of  their  required  technical 
resources  and  information  management 
services. 

Market  Financials 

SMS’  revenue  is  derived  primarily  from  the 
following  industries: 


Aerospace 24% 

Manufacturing 23% 

Apparel 15% 

Food  service 15% 

Health  care 10% 

Insurance 7% 

Finance 6% 


100% 

Geographic  Markets 

One  hundred  percent  of  SMS’  revenue  is 
derived  from  the  U.S.,  with  the  majority  (85%) 
of  clients  based  in  California. 

Employees 

As  of  December  31,  1995,  SMS  had 
approximately  265  employees. 
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The  company  currently  has  300  employees, 
segmented  as  follows: 


Marketing  and  sales 6 

Customer  support 30 

Research  and  development 10 

Computer  operations 166 

Applications 68 

General  and  administrative 20 


300 

More  than  50%  of  SMS’  staff  previously 

worked  for  clients. 

Key  Products  and  Services 

SMS’  services  include  the  following: 

• Multiplatform  management  and  systems 
integration  (mainframe,  distributed, 
midrange,  etc.) 

• Network  and  facilities  management 

• Desktop  management 

• Legacy  applications  support 

• Help  desk 

Recent  contract  examples  include  the 

following: 

• In  July  1996,  an  extension  of  a processing 
services  agreement  with  Rockwell's  Space 
Systems  Division  (SDD).  SMS  will  manage 
SDD’s  multiplatform  computer  operations 
based  in  Downey  (CA)  and  provide  ongoing 
technical  service  and  support. 

• In  June  1996,  a selective  outsourcing 
contract  to  provide  legacy  data  center 


outsourcing  support  for  Tektronix  Inc.’s 
worldwide  operations  while  the  company 
completes  its  transition  to  a UNIX-based 
client/server  environment. 

• In  February  1996,  a five-year  contract  with 
Rohr  Aero  Services  to  implement  new 
information  systems  technologies  based  on 
HP  9000  systems  to  streamline  Rohr’s 
worldwide  operations.  SMS  will  design  and 
maintain  Rohr’s  client/server  environment, 
implement  packaged  software  for 
manufacturing  and  financial  applications, 
and  manage  Rohr’s  worldwide  network. 

• In  January  1996,  an  expanded  agreement 
with  Sizzler  International  to  assume  overall 
responsibility  for  Sizzler’s  desktop  and 
network  management,  applications 
development,  and  help  desk  activities.  SMS 
has  hired  Sizzler’s  in-house  data  center  staff 
to  manage  the  account  on-site. 

• In  December  1995,  an  expanded  outsourcing 
agreement  with  Esprit  de  Corp.  to  assume 
complete  management  of  Esprit’s  U.S. 
information  technology  operations,  including 
legacy  application  support,  data  center 
management,  network  management, 
applications  development,  and  the 
implementation  of  a client/server-based 
replacement  system  for  a mainframe 
environment. 

Clients 

SMS  currently  has  more  than  50  clients.  A 

sampling  of  clients  by  industry  is  shown  in 

the  exhibit. 
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Exhibit 

SMS  Clients 


Industry/Client 

Industry/Client 

Insurance/Financial 

Manufacturing/Technology/Retailing 

Allianz  Insurance  Co. 

AdobeAir  Inc. 

Avco  Financial  Services,  Inc. 

Angelus  Sanitary  Can  Machine  Co. 

First  American  Real  Estate  Tax  Service  Inc. 

Applied  Magnetics  Corp. 

TRW  Business  Credit  Services  Division 

ARCO  Products  Co. 

20th  Century  Insurance  Co. 

Beckman  Industrial  Corp. 

Zenith  Insurance  Co. 

Beckman  Instruments  Inc. 

Restaurants/Foods 

DATATAPE  Inc.  (Eastman  Kodak  subsidiary) 

Denny’s  Inc.  (El  Polio  Loco) 
Family  Restaurants  Inc. 

H.J.  Heinz  Co 

Esprit  de  Corp. 

Harman  Electronics  Inc. /Harman  Kardan  Inc. 
ITT  Gilfillan 

Nestle  Food  Co. 

Sizzler  International  Inc. 

Kaynar  A Microdot  Co. 

Lucas  Aerospace  Inc. 

MacFrugal’s  Bargains  Close-Outs  Inc.  (Pic’n  Save) 

Health  Care 

Mattel  Inc. 

Allergan  Inc. 

Packard  Hughes  Interconnect  (GM  subsidiary) 

Children’s  Hospital  of  Los  Angeles 

Rain  Bird  Sprinkler  Manufacturing  Corp. 

City  of  Hope  Medical  Center 

Rockwell  Space  Systems  Division 

Daniel  Freeman  Memorial  Hospital 

Rohr,  Inc. 

Hospital  of  the  Good  Samaritan 

Sterling  Software  Inc. 

Long  Beach  Memorial  Medical  Center 

Teledyne  Systems  Co. 

McGaw  Inc. 

Telematics  International  Inc. 

Mullikin  Medical  Center 

Toro  Co.  Irrigation  Division 
Varian  Associates  Inc. 

Marketing  and  Sales 

SMS  markets  its  services  through  a direct 
sales  force  of  approximately  six. 

Alliances 

SMS  has  alliances  with  a range  of  vendors, 
including: 

INPUT  Assessment 

SMS  feels  its  strengths  include: 

• A commitment  to  customer  satisfaction 

• Technical  excellence  and  high  quality  staff 

• A flexible  pricing  strategy 

• Ernst  & Young 

• KPMG  Peat  Marwick 

• A business  methodology  for  establishing 

• Price  Waterhouse 

measurable  deliverables  as  well  as  reporting 

• Computer  Associates 

on  the  status  of  those  deliverables 

• StorageTek 

Challenges  and  goals  in  the  coming  year 

Competition 

include: 

SMS’  major  competitors  include  Affiliated 
Computer  Services,  EDS,  IBM  ISSC,  and  SHL 

• Achieving  a compound  growth  rate  of  50% 

Systemhouse. 

• Marketing  Year  2000  solutions 
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SOFTWARE  MODULE  MARKETING,  INC. 

Crocker  Bank  Building/Penthouse 
1007  - 7th  Street 
Sacramento,  CA  958 14 
(916)  441-7234 


4 

Harris  A.  Herman,  President 
Private  corporation,  100%  owned  by 
officers 

Total  employees:  I I 
Total  revenues,  fiscal  year  end 
8/31/78:  $600,000 


THE  COMPANY 

• Software  Module  Marketing  (SMM)  was  incorporated  in  September,  1974,  by 
President  Herman  as  a systems  software  marketing  organization.  It  now  has 
exclusive  marketing  rights  to  22  software  products  for  IBM  System/360  and 
System/370  CPUs. 

• SMM  has  had  an  average  growth  of  approximately  I 19%  per  year  from  fiscal 
1975  revenues  of  $57,000  to  fiscal  1978  revenues  of  $600,000.  Management 
projects  sales  of  $l,200„000  for  fiscal  1979.  Management  attributes  losses  of 
$30,000  in  1974  and  $5,000  in  1976  to  advertising,  market  research,  and 
product  acquisition  costs  associated  with  establishing  a national  organization 
and  reputation. 

• SMM  considers  merger  and  joint  venture  an  acceptable  means  of  growth.  In 
December,  1977,  SMM  established  a group  of  software  distributors  throughout 
Europe.  Management  claims  this  area  will  have  a substantial  positive  financial 
impact  on  SMM  during  fiscal  1979. 

• SMM  markets  products  developed  by  individuals,  consulting  companies,  and 
major  corporations.  Management  claims  the  company  has  a reputation 
throughout  the  U.S.  for  excellent  products  and  service,  even  though  all 
marketing  is  now  done  out  of  Sacramento.  It  has  500  users  in  all  50  States, 
Canada,  Europe,  and  India. 


KEY  PRODUCTS  AND  SERVICES 

• Ninety  percent  of  SMM  revenues  are  generated  by  the  sale  of  IBM  systems 
software  developed  by  other  parties.  The  other  10%  of  revenues  are  generated 
by  consulting  for  special  jobs,  such  as  large  systems  conversions. 

• SMM  marketed  software  enhances  IBM  DOS,  DOS  V/S,  OS,  OS  V/S,  CICS  V/S, 
MVS,  and  IMS. 
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Products  marketed  include  CICS  debugging  tools,  IMS  Security  and 
Testing  systems,  Schedulers,  Job  Accounting,  Library  systems,  and 
General  System  Utilities. 

Management  claims  it  currently  maintains  compatability  with  all  IBM 
operating  systems  including  the  latest  release  of  MVS. 

SMM's  fastest  growth  product,  DMS/OS  (DASD  Management  Systems),  has 
been  installed  at  100  sites  since  its  release  in  January  1977.  SMM  expects  150 
DMS/OS  sales  for  fiscal  1979. 

Purchase  prices  range  from  $300  to  $40,000.  This  includes  an  SMM  commis- 
sion (ranging  from  50%  to  80%  of  the  total  price)  and  one  year  of  mainte- 
nance. After  the  first  year,  maintenance  costs  10%  of  the  purchase  price  per 
year  and  is  provided  by  the  product  developer  under  contract  to  SMM. 


APPLICATIONS  One  hundred  percent  of  SMM  products  are  systems  software  for 
enhancing  IBM  System/360  and  System/370  operating  systems. 


INDUSTRY  MARKETS 

• SMM  does  not  specialize  in  any  particular  industry.  Its  products  are  marketed 
to  companies  in  all  industries. 

• Clients  include  Standard  Oil,  EXXON,  International  Harvester,  Western 
Electric,  American  Broadcasting  Company,  National  Iranian  Oil  Services,  and 
Union  Carbide. 


GEOGRAPHIC  MARKETS  Ninety  percent  of  SMM's  revenues  are  derived  from  the 
U.S.  and  Canada,  the  other  10%  from  Europe  and  Asia.  U.S.  clients  are  located  in  all 
50  states. 


COMPUTER  HARDWARE  AND  SOFTWARE  SMM  does  not  use  hardware  to  provide 
its  services.  All  products  are  developed  by  third  parties  and  marketed  by  SMM  on  a 
commission  basis. 
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Crocker  Bank/Penthouse 
1007  7th  Street 
Sacramento,  Ca.  95814 
(916)  441-7234 


SOFTWARE  MODULE  MARKETING 


Harris  A.  Herman,  President 

Private  company,  100%  owned  by  officers 

Total  employees:  11 

Total  revenues,  fiscal  year  end 

8/31/76:  $275,000 


COMPANY  BACKGROUND : Software  Module  Marketing  (SMM)  was  incorporated 

in  Sacramento,  California  in  August  1974  by  Harris  A.  Herman  as  a 

systems  software  marketing  organization.  SMM  has  exclusive  marketing 

rights  to  15  software  products  for  IBM  360/370  systems. 

OVERALL  ASSESSMENT: 

• SMM  is  a highly  competitive,  rapidly  growing,  service-oriented 
software  marketing  company.  It  has  grown  from  $57,000  in  1974 
to  $275,000  in  1976  and  projects  sales  of  $1,200,000  for  fiscal 
year  1977.  Herman  attributes  losses  of  $30,000  in  1974  and 
$5,000  in  1976  to  advertising,  market  research,  and  product 
acquisition  costs  associated  with  establishing  a national 
organization  and  reputation. 

• SMM  considers  merger  and  joint  venture  an  acceptable  means  of 
growth.  In  July  1977,  it  will  announce  a joint  venture  with 
NAMIC,  an  Oslo,  Norway  based  systems  software  company  with 
marketing  expertise  throughout  the  Scandanavian  countries  and 
in  Germany.  Other  joint  ventures  and/or  mergers  may  be 
announced  in  1977. 

• SMM  markets  products  are  developed  by  individuals,  consulting 
companies,  and  major  corporations.  Constantly  searching  for 

new  products,  SMM  nonetheless  is  careful  to  acquire  only  products 
which  dovetail  with  the  current  product  line. 

• The  Sacramento  based  company  claims  to  have  a reputation  for 
excellent  products  and  service  throughout  the  U.S.  even  though 
all  marketing  is  now  done  out  of  Sacramento.  Its  500  users  in 
all  50  states,  Europe,  Canada,  and  India  include  Standard  Oil, 
McGraw  Hill,  Time,  Inc.,  International  Harvesters,  Western 
Union,  and  Sears  and  Roebuck. 

KEY  PRODUCTS  AND  SERVICES: 

• Ninety  percent  of  SMM  revenues  are  generated  by  the  sale  of  IBM 
systems  software  developed  by  other  parties.  The  other  10%  of 
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revenues  are  generated  by  consulting  for  special  jobs  such  as 
large  systems  conversions.  SMM  software  enhances  IBM  CICS, 

DOS,  OS,  IMS,  MVT  and  MFT  operating  systems.  Products  include 
data  base  management,  debugging  tools,  CICS  data  management, 

IMS  data  base  list  and  load  programs,  CICS  systems  utility 
and  maintenance  routines,  job  accounting  programs,  and  programs 
library  systems.  Its  newest  product,  a DASD  management  system  for 
OS  environment^  was  made  available  in  December  1976.  More  than 
50  copies  have  been  sold  already  and  the  company  expects  to 
install  at  least  an  additional  100  in  1977. 

• Prices  range  from  $300  to  $25,000  including  an  SMM  commission 

ranging  from  50%  to  80%  of  the  total  and  one  year  of  maintenance. 
After  one  year,  maintenance  costs  10%  of  the  purchase  price  and 
is  provided  by  the  product  developer  under  contract  to  SMM. 

APPLICATIONS : One  hundred  percent  of  SMM  products  are  IBM  360/370  oper- 

ating systmes,  a specialty  application. 

INDUSTRY  MARKETS : SMM  does  not  specialize  in  any  particular  industry. 

Its  products  are  marketed  to  and  purchased  by  companies  in  all  industries 
equally. 

GEOGRAPHIC  MARKETS:  Ninety  percent  of  SMM's  revenues  are  derived  from 

the  U.S.;  the  other  10%  are  from  Canada,  Europe,  and  Asia.  U.S.  clients 
are  evenly  distributed  throughout  all  50  states. 

COMPUTER  HARDWARE  AND  SOFTWARE:  SMM  does  not  use  hardware  to  provide  its 
services.  All  its  products  are  developed  by  third  parties  and  marketed 
by  SMM  on  a commission  basis. 
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September  1994 

Software  Publishing  Corporation 


President  & CEO:  Irfan  Salim 

3165  Kifer  Road 

P.O.  Box  54983 

Santa  Clara  CA  95056-0983 

Phone:  (408)  986-8000 

Fax:  (408)  450-7924 


Status:  Public 

Employees:  250  (9/94) 

Revenue,  9 mo.  ending  6/30/94:  $47,031,000 

Revenue,  FYE  9/30/93:  $ 1 04,360,000 


Key  Points 

• Software  Publishing  Corporation  is  an 
international  supplier  of  business  productivity 
software  for  IBM  PC  and  compatible  systems. 
The  company’s  flagship  product  is  the  Harvard 
Graphics®  line  of  presentation  products,  which 
contributed  83%  to  total  revenue  in  fiscal  1993. 

• Revenue  declines  of  33%  during  fiscal  1993 
were  attributed  to  the  continuing  effects  of 
intense  competition — including  the  sharp  fall  in 
software  prices — in  the  Windows  market  and  a 
declining  DOS  market.  In  addition,  the  practice 


by  other  vendors  of  bundling  software  into 
product  “suites”  at  reduced  prices  has 
negatively  impacted  Software  Publishing’s  sales 
due  to  its  lack  of  a broad  product  line. 

• Because  of  severe  competition  and  continuing 
declining  revenues.  Software  Publishing  has 
implemented  two  restructuring  programs  within 
the  past  year.  The  first,  in  the  fourth  quarter  of 
fiscal  1993,  resulted  in  a 21%  reduction  of  the 
work  force,  the  closure  of  several  offices  and 
restructuring  charges  of  nearly  $18  million. 

The  second,  begun  in  the  second  quarter  of 
fiscal  1994,  centralized  all  the  company’s 
research  and  development  activities  at  the 
company’s  headquarters  in  Santa  Clara, 
consolidated  sales  and  customer  support 
organizations  and  discontinued  future 
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development  of  the  Superbase®  relational 
database,  resulting  in  an  eventual  work  force 
reduction  of  50%  to  approximately  240 
employees  worldwide. 

• As  part  of  the  restructuring,  during  the  third 
quarter  of  fiscal  1994  Software  Publishing  sold 
off  its  Madison  (WI)  customer  support  center 
and  its  Superbase  relational  database  product 
line. 

Company  Description 

Software  Publishing  is  an  international  supplier  of 
business  productivity  software  for  the  CBM 
personal  computer  and  compatibles. 

The  company’s  current  focus  is  on  visual  analysis 
and  communications  applications  provided 
through  the  following  product  lines: 

• Visual  analysis  and  communications 
products — Harvard  Graphics  (DOS  and 
Windows),  Harvard  ChartXL  and  Harvard 
Spotlight™ 

• Word  processing  and  other 

products — Professional  Write®,  Professional 
Write®  PLUS  and  Professional  File® 

Organization  and  Structure 

In  early  1994,  Software  Publishing  implemented  a 
worldwide  business  realignment  to  address  the 
changing  market  dynamics  of  the  application 
software  industry. 

• A new,  consolidated  North  American  sales  and 
service  organization  is  headed  by  Vice 
President,  Bob  Iguchi.  Sales  offices  are  in 
Dallas  (TX),  Fairfax  (VA),  Rosemont  (IL)  and 
Markham  (Ontario,  Canada). 


• International  market  coverage  is  supported 
through  offices  in  the  U.K.,  Germany  and 
Singapore. 

• Research  and  development  has  been 
consolidated  at  the  company’s  headquarters  in 
Santa  Clara  and  is  managed  by  Vice  President, 
Eagle  Bems. 

Company  Strategy 

Software  Publishing  is  focusing  its  development 
efforts  on  graphical  applications  that  help  users 
communicate  more  effectively. 

• As  part  of  its  new  business  model,  the  company 
plans  to  continue  to  exploit  its  strengths  in  the 
presentation  business,  as  well  as  expand  its 
product  line  with  complementary  applications 
and  move  into  adjointing  categories  with  new 
product  offerings. 

• The  company  intends  to  accomplish  this 
product  line  expansion  through  a combination 
of  internal  development;  efforts  to  partner  with 
other  companies;  through  acquisition  of  new 
products  and  technologies;  and  the  republishing 
of  related  products. 

The  company  has  also  shifted  from  a direct  sales 
effort  to  a new  sales  and  marketing  approach  that 
includes  more  focus  on  outbound  telesales, 
channel  and  retail  activities  and  direct  marketing. 

Financials 

Software  Publishing’s  revenue  for  the  nine 
months  ending  June  30,  1994  was  $47  million, 
compared  to  $89.5  million  for  the  same  period  in 
1993.  Net  losses  for  the  period  were  $8.9 
million,  compared  to  net  income  of  $300,000  for 
the  same  period  a year  ago. 

• Revenue  declines  were  attributed  to  continuing 
reduced  demand  for  DOS  products,  ongoing 
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downward  pressure  on  average  selling  prices 
and  the  anticpated  new  release  of  Harvard 
Graphics  3.0  for  Windows. 

• Net  losses  for  the  period  include  a restructuring 
charge  of  $7.8  million.  Results  also  include 
other  income  of  $7.7  million  related  to  income 
from  the  sale  of  certain  investment  holdings, 
income  from  an  arbitration  award  and  interest 
income. 


Software  Publishing’s  fiscal  1993  revenue  was 
$104.4  million,  a 33%  decrease  from  fiscal  1992 
revenue  of  $156.4  million. 

• Net  losses  of  $34.2  million  for  fiscal  1993 
include  $18  million  in  nonrecurring  charges 
associated  with  restructuring  and  lease 
obligations.  Fiscal  1992  results  also  include 
restructuring  and  lease  obligation  charges  of 
$13.2  million. 

• A five-year  financial  summary  follows: 


Software  Publishing  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

9/93 

9/92 

9/91 

9/90 

9/89 

Revenue 

$104.4 

$156.4 

$143.1 

$140.6 

$103.5 

• Percent  change  from 

previous  year 

(33%) 

9% 

2% 

36% 

42% 

Income  (loss)  before  taxes  (a) 

$(32.1) 

$0.8 

$(14.9) 

$29.3 

$26.8 

• Percent  change  from 

(b) 

previous  year 

* 

105% 

(151%) 

9% 

9% 

Net  income  (loss) 

$(34.2) 

$0.5 

$(18.1) 

$19.8 

$17.0 

• Percent  change  from 

previous  year 

★ 

103% 

(191%) 

16% 

26% 

Earnings  (loss)  per  share 

$(2.81) 

$0.01 

$(1.46) 

$1.59 

$1.40 

• Percent  change  from 

previous  year 

* 

101% 

(192%) 

14% 

22% 

(a)  Includes  provisions  for  restructuring  and  lease  obligations  of  $18.0  million  in  fiscal  1993,  $13.2  million  in 
fiscal  1992,  $2  million  in  fiscal  1991  and  $5.4  million  in  fiscal  1990. 


(b)  Includes  a $25.2  million  charge  for  purchased  research  and  development  related  to  the  acquisition  of 
Precision  Software  Ltd. 


Worldwide  revenues  were  adversely  impacted  in 
fiscal  1993  by  the  continuing  effects  of  intense 
competition,  including  price  competition,  in  the 
Windows  market.  Results  were  also  attributed  to 
a declining  DOS  market,  as  well  as  the  effect  of 
the  sale  of  suites  of  products  at  reduced  prices 
and  alternative  licensing  programs  offered  by 
competitors. 

Software  Publishing  Corporation 
September  1994 


• Software  Publishing  also  believes  that 
worldwide  revenues  in  the  fourth  quarter  of 
fiscal  1993  were  adversely  impacted  by  a 
customer  base  awaiting  the  release  of  Harvard 
Graphics  Windows  2.0  for  Windows,  which 
was  announced  in  the  third  quarter  of  fiscal 
1993,  but  did  not  ship  until  1994. 
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• Certain  of  the  company’s  competitors  released 
second-generation  versions  of  their  graphics 
products  in  prior  quarters,  which  also 
contributed  to  the  decline. 

North  American  sales  of  Harvard  Graphics  for 
DOS  in  fiscal  1993  declined  49%  from  fiscal 
1992  levels,  primarily  because  of  the  shift  of  users 
to  the  Windows  platform. 

• Net  sales  from  Harvard  Graphics  for  Windows 
increased  14%  in  fiscal  1993  in  North  America. 

• Sales  from  all  products  on  the  Windows 
platform  accounted  for  43%,  26%  and  4%  of 
total  North  America  revenue  in  fiscal  1993, 

1992  and  1991,  respectively. 

• Upgrade  sales  represented  approximately  13%, 
14%  and  1 1%  of  total  North  American  sales  in 
fiscal  1993,  1992  and  1991,  respectively. 

International  markets  were  adversely  affected  by 
poor  economic  conditions,  particularly  in  Central 
Europe,  signficantly  increased  price  competition 
(particularly  in  the  Windows  market),  an  overall 
decline  in  the  DOS  market  and  the  offering  of 
suites  of  products  and  alternative  licensing 
arrangements  by  competitors. 

• Revenue  from  Harvard  Graphics  for  DOS 
declined  internationally  in  fiscal  1993  by  54%. 
Unit  sales  of  Harvard  Graphics  for  Windows 
increased  internationally,  however,  because  of  a 
decline  in  average  selling  prices  and  an  increase 


in  the  percent  of  upgrade  sales,  revenue  from 
Harvard  Graphics  for  Windows  declined  7%  in 
fiscal  1993. 

• The  Harvard  Graphics  products  represented 
82%,  80%  and  89%  of  international  revenue  in 
fiscal  1993,  1992  and  1991,  respectively. 

• Revenue  from  all  products  on  the  Windows 
platform  accounted  for  60%,  47%  and  5%  of 
total  international  revenue  in  fiscal  1993,  1992 
and  1991,  respectively. 

• Revenue  from  upgrade  sales  represented 
approximately  12%,  8%  and  8%  of  total 
international  revenues  in  fiscal  1993,  1992  and 
1991,  respectively. 

Market  Financials 

Software  Publishing  markets  its  software 
products  to  three  principal  types  of  business 
users — the  business  professional,  the  corporate 
management  information  systems  organization 
manager  and  the  corporate  and  individual 
applications  developers.  These  customers  are 
found  in  business,  government  and  educational 
institutions. 

Revenue  Analysis  by  Product/Service 

A three-year  summary  of  source  of  revenue  by 
product/service  follows: 
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Software  Publishing  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/93 

9/92 

9/91 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Harvard  Graphics  presentation 

$86.7 

83% 

$129.8 

83% 

$114.5 

80% 

products 

8.3 

8% 

12.5 

8% 

2.8 

2% 

Superbase  products 

7.6 

7% 

10.9 

7% 

18.6 

13% 

Word  processing  and  other  products 

1.8 

2% 

3.2 

2% 

7.2 

5% 

Other 

Total 

$104.4 

100% 

$156.4 

100% 

$143.1 

100% 

Geographic  Markets 

Approximately  66%  of  fiscal  1993  revenue  was 
derived  from  North  America  and  34%  from 
international  sources. 


Software  Publishing  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/93 

9/92 

9/91 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America  (a) 

$69.0 

66% 

$98.8 

63% 

$99.3 

69% 

International  (b) 

35.4 

34% 

57.6 

37% 

43.8 

31% 

Total 

$104.4 

100% 

$156.4 

100% 

$143.1 

100% 

(a)  Operating  income  (loss)  for  North  American  operations  was  $(26.8)  million  in  fiscal  1993,  $(10. 1)  million  in 
fiscal  1992  and  $3.3  million  in  fiscal  1991. 


(b)  Operating  income  (loss)  for  International  operations  was  $(7. 1)  million  in  fiscal  1992,  $11.5  million  in  fiscal 
1992  and  $3.5  million  in  fiscal  1991. 


• North  American  revenue  declined  30%  and 
international  revenue  declined  39%  during  fiscal 
1993. 

• A three-year  summary  of  geographic  sources  of 
revenue  follows: 
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In  May  1994,  Software  Publishing  completed 
the  sale  of  its  Madison  (WI)  customer  support 
center  and  related  assets  to  Softmart,  Inc.  and 
has,  as  a result,  also  outsourced  support  for 
several  of  its  portfolio  products. 

Software  Publishing  has  also  finalized  the  sale 
of  its  Superbase  relational  database  product 
line  to  Computer  Concepts  Corp. 

Employees 

As  of  November  30,  1993,  Software 
Publishing  had  463  fiill-time  employees  (330  in 
North  America  and  133  international), 
segmented  as  follows: 


Marketing,  sales  and 

customer  support 215 

Product  enhancement  and 

development 158 

Production 14 

General  and  administrative 76 


463 


As  a result  of  the  restructuring  activities 
previously  described,  Software  Publishing  now 
has  approximately  250  employees. 

Key  Products  and  Services 

Software  Publishing  currently  offers  software 
products  for  graphical  presentation  and  word 
processing  applications. 

Harvard  Graphics  Presentation  Products 

The  company’s  Harvard  Graphics  line  of 
graphical  presentation  products  are  designed 
to  provide  business  professionals  with  a variety 
of  products  for  analyzing  and  presenting 
information. 

Harvard  Graphics  3.0  for  Windows,  released  in 
July  1994,  is  a new  version  of  the  company’s 


flagship  presentation  graphics  software 
package.  Key  features  in  Version  3.0  include  a 
new  Advisor  Design  Checker,  pre-designed 
Quick  Presentations™,  Quick  Advice™  and  an 
animation  player. 


Harvard  Graphics  for  DOS  3.08  is  the  latest 
DOS  version  of  its  presentation  graphics 
software. 


Harvard  Spotlight  for  Windows,  shipped  in  the 
third  quarter  of  fiscal  1994,  is  a new  software 
application  that  enables  users  to  deliver  their 
electronic  presentations  more  effectively.  The 
product  is  a complementary  application  to 
leading  Windows-based  presentation  products, 
including  Harvard  Graphics,  Microsoft 
PowerPoint  and  Lotus  Freelance  Graphics. 


Harvard  ChartXL  for  Windows  is  a charting 
application  that  enables  users  to  analyze  and 
communicate  their  critical  data  more 
effectively.  The  product  offers  1 83  unique 
two-  and  three-dimensional  business,  statistical 
and  technical  chart  types,  coupled  with 
powerful  spreadsheet  capabilities  and  “what-if’ 
analysis  tools.  The  product  is  a certified 
Microsoft  Office  Compatible  application 
designed  to  complement  existing  core  desktop 
applications. 


Harvard  Draw™  is  a Windows-based 
illustration  program. 


Harvard  Project  Manager  is  a DOS-based 
project  management  program. 


The  Harvard  Graphics  Advisor™  service 
provides  customers  professional  advice  on  the 
preparation,  organization  and  delivery  of  their 
presentations. 
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Word  Processing  and  Other 

Professional  Write — a DOS-based  managerial 
word  processing  package. 

Professional  Write  PLUS — a Windows-based 
document  processor. 

Professional  File — a flat  file  database  manager 
with  a custom  application  generator. 

Customer  Support 

Software  Publishing  provides  free  technical 
support  for  a period  of  30  days  from  the 
clients’  first  phone  call.  After  this  initial  period, 
technical  support  is  available  for  purchase 
under  a variety  of  programs.  The  company 
also  provides  a 90-day  money  back  guarantee. 

Marketing  and  Sales 

Software  Publishing’s  primary  channel  of 
worldwide  distribution  is  through  software 
distributors  and  resellers. 

• Sales  to  resellers  are  made  directly  by 
Software  Publishing,  as  well  as  by 
distributors,  who  purchase  directly  from  the 
company  at  volume  discounts. 

• Principal  distributors  include  Ingram  Micro 
(contributing  21%  to  fiscal  1993  revenue) 
and  Merisel  Computer  Products 
(contributing  16%  to  fiscal  1993  revenue). 

• Software  Publishing’s  principal  reseller  is 
Egghead  Discount  Software  (contributing 
less  that  10%  to  fiscal  1993  revenue). 

• International  sales  are  made  primarily 
through  foreign  sales  subsidiaries  to 
distributors  and  resellers. 


Alliances 

Software  Publishing  has  an  agreement  to 
license  Stanford  CHART,  an  advanced 
business,  statistical  and  technical  charting 
technology,  from  Visual  Numerics,  Inc.  The 
product  is  marketed  as  Harvard  ChartXL. 

Competitors 

Software  Publishing’s  primary  competitors 
include  Lotus  Development  and  Microsoft. 

INPUT  Assessment 

Software  Publishing’s  strengths  include  a large 
installed  base  of  Harvard  Graphics  users  and 
strong  distribution  channels.  The  company  has 
also  introduced  a Microsoft  Office  Compatible 
charting  product 

Challenges  for  the  company  include  developing 
new  products  or  aligning  with  other  vendors  to 
offer  a full  suite  of  products,  expanding  the 
range  of  platforms  on  which  its  software  is 
available  and  offering  compatibilty  to  object- 
oriented  standards. 
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SOFTWARE  PUBLISHING  Fred  M.  Gibbons,  President  and  CEO 

CORPORATION  Public  Corporation,  NASDAQ 

3165  Kifer  Road  Total  Employees:  725(9/91) 

Santa  Clara,  CA  95051  Total  Revenue,  Fiscal  Year  End 


(408)  986-8000 

9/30/91:  $143,131,000 

The  Company 

Software  Publishing  Corporation,  founded  in  1980,  is  an 
international  supplier  of  business  productivity  software  for  personal 
computers.  The  company's  current  focus  is  on  information 
presentation  and  information  access  applications  provided  through 
the  following  product  lines: 

• Information  presentation  products  (HarvardR  series)  are  targeted 
to  managerial  and  professional  computer  users. 

• Word  processing  products  (Professional  WriteR,  Professional 
WriteR  PLUS,  and  OfficeWriterR)  are  designed  to  enhance  the 
productivity  of  business  professionals  for  a minimal  investment  of 
learning  time.  The  user  may  be  part  of  a workgroup  where  other 
standard  software  and  hardware  products  are  used. 

• Information  management  products  (InfoAllianceR,  SuperbaseR 
products,  and  Professional  FileR)  are  designed  for  the 
information  management  computer  user,  as  well  as  the 
independent  applications  developer.  These  users  are  in  both 
standalone  and  networked,  multiplatform  computing 
environments,  often  within  corporations. 

Software  Publishing  reincorporated  into  the  State  of  Delaware 
effective  April  1, 1991. 

In  July  1991,  Software  Publishing  acquired  Precision  Software  Ltd. 
(PSL)  of  Surrey  (England)  for  $25.4  million  in  cash  and  stock. 

• The  acquisition  gave  Software  Publishing  immediate  access  to 
the  Windows  market,  and  the  technology  acquired  is 
complementary  to  Software  Publishing's  long-term  information 
management  strategy. 

• PSL  is  the  developer  of  Superbase  2 and  Superbase  4,  relational 
data  base  management  software  technology  that  operates  in  the 
Windows  environment. 
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In  January  1991,  Software  Publishing  sold  its  PFS:  product  line  to 
Spinnaker  Software  Corporation  of  Cambridge  (MA)  in  a stock 
transaction  valued  at  approximately  $3.7  million. 

Fiscal  1991  revenue  reached  $143.1  million,  a 2%  increase  over 
fiscal  1990  revenue  of  $140.6  million.  Net  losses  of  $18.1  million  in 
fiscal  1991  include  $25.2  million  in  charges  associated  with  the 
acquisition  of  PSL  in  July  1991.  A five-year  financial  summary 
follows: 


SOFTWARE  PUBLISHING  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

9/88 

9/87 

Revenue 

• Percent  increase 

$143.1 

$140.6 

$103.5 

$73.1 

$38.6 

from  previous  year 

2% 

36% 

42% 

89% 

63% 

Income  (loss)  before  taxes 

$(14.9) 

$29.3 

$26.8 

$21.3 

$9.0 

• Percent  increase 

(a)  (b) 

(b) 

(decrease)  from 

previous  year 

(151%) 

9% 

26% 

137% 

* 

Net  income  (loss) 

• Percent  increase 

$(18.1) 

$19.8 

$17.0 

$13.5 

$5.2 

(decrease)  from 
previous  year 

(191%) 

16% 

26% 

161% 

643% 

Earnings  (loss)  per  share 
• Percent  increase 

$(1.46) 

$1.59 

$1.40 

$1.15 

$0.46 

(decrease)  from 
previous  year 

(192%) 

14% 

22% 

150% 

667% 

* Percent  change  exceeds  1,000%. 


(a)  Includes  a $25.2  million  charge  for  purchased  research  and  development  related  to  the 
acquisition  of  PSL. 

(b)  Includes  charges  of  $2  million  in  fiscal  1991  for  a decline  in  sublease  income  and  $5.4  million  in 
fiscal  1990  associated  with  remaining  obligations  under  an  existing  lease  and  estimated  moving 
costs  to  new  headquarters  in  September  1991. 


Software  Publishing  management  attributes  fiscal  1991  results  to 
the  following: 

• North  American  revenues  declined  13%  due  primarily  to  poor 
economic  and  worldwide  political  conditions  during  the  year,  as 
well  as  market  uncertainties  regarding  operating  systems  for 
personal  computers  and  a customer  base  awaiting  new  versions 
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of  software  products.  This  decrease  in  demand  has  also  resulted 
in  intensified  competition. 

- Excluding  revenues  from  PFS:  products,  North  American 
revenues  decreased  from  $96  million  in  fiscal  1990  to  $95 
million  in  fiscal  1991. 

• Revenues  from  international  operations  grew  63%  to  $44  million 
as  Software  Publishing  expanded  its  presence  in  Europe  and 
Asia.  In  addition,  Software  Publishing  continues  to  make 
Harvard  Graphics  as  well  as  other  products  available  in  an 
increasing  number  of  foreign  languages. 

Research  and  development  expenditures  were  approximately  $30.4 
million  (21%  of  revenue)  in  fiscal  1991,  $22.6  million  (16%  of 
revenue)  in  fiscal  1990,  and  $16.2  million  (16%  of  revenue)  in  fiscal 
1989.  Increases  during  fiscal  1991  were  due  primarily  to  staffing 
software  engineers  to  support  the  development  of  products  on  the 
Windows  operating  platform. 

Revenue  for  the  three  months  ending  December  31,  1991  was  $41.1 
million,  compared  to  $43.0  million  for  the  same  period  in  1990.  Net 
income  was  $4.1  million,  compared  to  $6.4  million  for  the  same 
period  a year  ago. 

• Revenues  increased  9%  over  the  fourth  fiscal  quarter  of  1991. 
Both  revenues  and  earnings  results  are  consistent  with  Software 
Publishing  management's  expectations  for  the  quarter. 

As  of  September  30,  1991,  Software  Publishing  had  725  full-time 
employees  (generating  $197,422  in  revenue  per  employee), 
segmented  as  follows: 


Employee  Category 

Number  of 
Employees 

Percent 
of  Total 

Sales,  marketing,  and 

customer  support 

364 

50% 

Product  enhancement  and 

development 

234 

32% 

Production 

30 

4% 

General  and  administrative 

97 

14% 

TOTAL 

725 

100% 

Major  competitors  include  Lotus  Development  Corporation, 
Borland  (Ashton-Tate),  and  Microsoft  Corporation,  as  well  as 
various  microcomputer  manufacturers. 
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Key  Products  and  One  hundred  percent  of  Software  Publishing's  fiscal  1991  revenue 
Services  was  derived  from  the  sale  of  microcomputer  applications  software 

products  to  independent  distributors,  retailers,  and  OEMs. 

A three-year  summary  of  source  of  revenue  by  product  line  follows: 


SOFTWARE  PUBLISHING  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/91 

9/90 

9/89 

PRODUCT  LINE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Information  presentation 
products 

$114.5 

80% 

$99.0 

70% 

$58.2 

56% 

Word  processing 
products 

18.6 

13% 

18.3 

13% 

15.6 

15% 

Information  management 
products  and  other 

5.6 

4% 

3.8 

3% 

7.2 

7% 

PFS:  products  * 

4.4 

3% 

19.5 

14% 

22.5 

22% 

TOTAL 

$143.1 

100% 

$140.6 

100% 

$103.5 

100% 

Sold  in  January  199 1. 


Software  Publishing's  products,  summarized  in  the  exhibit,  are 
designed  for  IBM  and  compatible  microcomputers  that  operate  in 
DOS,  Windows,  and  OS/2  environments. 

• In  addition  to  U.S.  versions,  the  company  also  offers  localized 
versions  of  selected  products  in  the  U.K.,  France,  Germany, 
Spain,  Italy,  and  a number  of  countries  in  Latin  America  and  the 
Asia/Pacific  Rim  region. 

New  products  introduced  or  enhanced  in  fiscal  1991  included: 

• Harvard  GraphicsR  3.0 

• Five  Windows-based  products: 

- Professional  WriteR  PLUS 

- SuperbaseR  4 v.  1.3 

- HarvardR  Draw  1.0 

- InfoAllianceR  1.1 

- Harvard  Graphics1*  for  Windows 
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EXHIBIT 

SOFTWARE  PUBLISHING  CORPORATION 
SOFTWARE  PRODUCTS 


SUGGESTED 

PRODUCT 

DESCRIPTION 

RETAIL  PRICE 

Information  Presentation 
Products 

Harvard  Graphics 

Presentation  graphics  tool 

Version  2.3:  $495 
Version  3.0:  $595 

Harvard  Graphics  for 
Windows  Version  1 .0 

Presentation  graphics  tool 

$595 

Harvard  Graphics 

Symbols  and  preformatted  charts  to  enhance 

* 

Accessories 

presentations  created  with  Harvard  Graphics 

Harvard0  GeoGraphics™ 

Standalone  mapping  product 

$395 

Harvard0  Draw™ 

Windows-based  illustration  program 

$595 

Word  Processing 
Products 

Professional  Write 

Managerial  word  processing  package 

$249 

Professional  Write  PLUS 

Windows-based  document  processor 

$249 

OfficeWriter 

Dedicated  word  processing  product 

$495 

Information  Management 
Products 

InfoAlliance 

Data  source  integrator 

★ 

Superbase  4 

Windows-based  data  base  management 
system 

$695 

Superbase  SQL  Library 

Provides  concurrent  connectivity  to  multiple 
SQL  data  base  servers 

$495 

Superbase  2 

Non-programmable  subset  of  Superbase  4 
that  includes  a form  design  tool,  text 
editor,  and  telecommunications  facility 

$345 

Professional  File 

Flat  file  data  base  manager  with  a custom 
application  generator 

$299 

Pricing  not  available 
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Industry  Markets  Software  Publishing's  products  are  targeted  to  three  types  of 

business  users:  managerial  and  professional  computer  users, 
information  management  computer  users,  and  corporate  and 
individual  applications  developers. 

The  company's  primary  channel  of  worldwide  distribution  is  through 
software  distributors  and  resellers.  Sales  to  resellers  and 
distributors  accounted  for  approximately  84%,  88%,  and  85%  of 
Software  Publishing's  total  revenues  in  fiscal  1991,  1990,  and  1989, 
respectively. 

• Sales  to  resellers  are  made  directly  by  Software  Publishing's  sales 
force  and  also  through  distributors,  who  purchase  directly  from 
Software  Publishing  at  volume  discounts. 

• Principal  distributors  include  Ingram/Micro  D,  Inc.  (contributing 
14%  and  20%  to  fiscal  1991  and  1990  revenues,  respectively)  and 
Merisel,  Inc.  (contributing  9%  and  14%  to  fiscal  1991  and  1990 
revenues,  respectively). 

• Software  Publishing's  principal  reseller,  Egghead  Discount 
Software,  accounted  for  12%  of  total  revenues  in  both  fiscal  1991 
and  1990.  Other  resellers  of  Software  Publishing's  products 
include  Government  Technology  Services,  Softmart,  and 
Software  Spectrum. 


Geographic  A three-year  summary  of  Software  Publishing's  geographic  source  of 

Markets  revenue  follows: 


SOFTWARE  PUBLISHING  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

North  America 

$99 

69% 

$114 

81% 

$91 

88% 

International 

44 

31% 

27 

19% 

12 

12% 

TOTAL 

$143 

100% 

$141 

100% 

$103 

100% 

The  Harvard  series  products  represented  76%  and  66%  of  total 
North  American  revenues  in  fiscal  1991  and  1990,  respectively. 
Superbase  4 version  1.3  began  shipping  in  September  and 
contributed  $1  million  to  North  American  revenue. 
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• The  Harvard  series  products  represented  89%  and  92%  of  total 
international  revenues  in  fiscal  1991  and  1990,  respectively. 

Sales  of  Superbase  4 internationally  accounted  for  $2  million  in 
revenues  for  fiscal  1991. 

In  addition  to  its  headquarters  in  Santa  Clara  (CA),  Software 
Publishing  has  regional  offices  in  Plano  (TX),  Chantilly  (VA),  and 
Madison  (WI). 

• North  American  sales  are  organized  into  a channel  group,  which 
is  responsible  for  all  sales  to  distributors,  resellers,  and  OEMs, 
and  training  to  resellers;  and  a corporate  sales  group,  which 
works  with  users  and  information  center  managers  to  support 
their  personal  computer  users. 

International  sales  (U.S.  versions  and  localized  versions  of  Software 
Publishing  products)  are  made  primarily  through  foreign  sales 
subsidiaries  to  distributors  and  resellers. 

• Software  Publishing  has  sales  offices  in  the  U.K.,  Australia, 
France,  Sweden,  Italy,  Germany,  the  Netherlands,  and  Belgium. 
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COMPANY  PROFILE 


SOFTWARE  PUBLISHING 
CORPORATION 

1901  Landings  Drive 
Mountain  View,  CA  94043 
(415)  962-8910 


Fred  M.  Gibbons,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  657 
Total  Revenue,  Fiscal  Year  End 
9/30/90:  $140,620,000 


The  Company  Software  Publishing  Corporation  (SPC),  founded  in  1980,  is  a 

leading  supplier  of  business  productivity  software  for  personal 
computers.  The  company  develops  and  markets  decision-critial 
application  software  in  support  of  the  information  access  and 
information  presentation  needs  of  corporate  computer  users 
worldwide. 

In  January  1991,  SPC  announced  the  sale  of  its  Entry  Level  Series 
(PFS:)  product  line  to  Spinnaker  Software  Corporation  of 
Cambridge  (MA)  in  a stock  transaction  valued  at  approximately 
$3.7  million. 

• SPC  will  receive  1.86  million  shares  of  Spinnaker  common 
stock,  representing  16%  of  Spinnaker's  outstanding  shares,  plus 
royalties  based  on  future  sales  of  PFS:  products. 

• The  PFS:  products,  SPC's  first  product  line,  provided  a set  of 
general-purpose  productivity  tools  for  the  occasional  or  less 
experienced  user.  The  products  were  originally  developed  for 
Apple  He  computers  and  later  ported  to  IBM  PC  and 
compatible  microcomputers. 

• Revenues  from  PFS:  product  sales  were  approximately  $19.5 
million  (14%  of  revenue),  $22.5  million  (22%  of  revenue),  and 
$17.4  million  (24%  of  revenue)  for  fiscal  1990,  1989,  and  1988, 
respectively. 

• SPC  management  states  that  the  sale  of  the  PFS:  product  line 
allows  the  company  to  focus  on  the  development  and  support  of 
products  for  corporate  users. 

The  company’s  current  focus  is  on  information  presentation  and 
information  access  applications  provided  through  the  following 
product  lines: 
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• The  Harvard™  Series  of  presentation  graphics  and  project 
management  products  is  targeted  to  managerial,  dedicated, 
power,  or  specialty  users  in  corporations. 

• The  Professional  Series  of  word  processing,  data  management, 
and  spreadsheet  products  is  designed  to  enhance  the 
productivity  of  occasional  PC  users  who  typically  are  part  of  a 
workgroup  where  other  standard  software  and  hardware 
products  are  also  used. 

• The  InfoAlliance  Series  of  products,  introduced  in  September 
1990,  supports  networked,  multiplatform  computing 
environments  within  corporations. 

Fiscal  1990  revenue  reached  $140.6  million,  a 36%  increase  over 
fiscal  1989  revenue  of  $103.5  million.  Net  income  rose  16%,  from 
$17.0  million  in  fiscal  1989  to  $19.8  million  in  fiscal  1990.  A five- 
year  financial  summary  follows: 

SOFTWARE  PUBLISHING  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

9/90 

9/89 

9/88 

9/87 

9/86 

CAGR 

Revenue 

• Percent  increase 

$140.6 

$103.5 

$73.1 

$38.6 

$23.7 

43% 

(decrease)  from 
previous  year 

36% 

42% 

89% 

63% 

(36%) 

Income  before  taxes 
• Percent  increase 

$29.3 

(a) 

$26.8 

$21.3 

$9.0 

$0.5 

126% 

(decrease)  from 

previous  year 

9% 

26% 

137% 

★ 

(95%) 

Net  income 
• Percent  increase 

$19.8 

$17.0 

$13.5 

$5.2 

$0.7 

95% 

(decrease)  from 
previous  year 

16% 

26% 

161% 

643% 

(88%) 

• Net  margin 

14% 

16% 

18% 

13% 

3% 

Earnings  per  share 
• Percent  increase 

$1.59 

$1.40 

$1.15 

$0.46 

$0.06 

93% 

from  previous  year 

14% 

22% 

150% 

667% 

N/A 

* Percent  change  exceeds  1,000%. 

(a)  Includes  a nonoperating  charge  of  $5.4  million  associated  with  obligations  under  an  existing 
lease  and  estimated  moving  costs  to  a new  headquarters  in  July  1991. 
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SPC  management  attributes  revenue  growth  during  fiscal  1990  and 

1989  to  continued  strong  performance  of  the  Harvard  Series  of 
products  and  increases  in  international  revenues. 

Cost  of  sales  were  16%  of  revenue  in  fiscal  1990  ($21.8  million), 
compared  to  15%  of  revenue  in  fiscal  1989  ($15.6  million).  Fiscal 

1990  costs  include  a $2.6  million  nonrecurring  charge  resulting 
from  the  accelerated  amortization  of  the  remaining  balance  of 
software  purchased  with  Office  Systems  Inc.  in  September  1988. 

• SPC  management  expects  that  cost  of  revenues  as  a percent  of 
total  revenue  will  decrease  in  fiscal  1991  due  to  further  changes 
in  product  mix  caused  by  a larger  percentage  of  Harvard  Series 
revenues  and  revenues  from  InfoAlliance. 

Research  and  development  expenditures  were  approximately 
$22.6  million,  $16.2  million,  and  $11.8  million  (16%  of  revenue) 
for  fiscal  1990,  1989,  and  1988,  respectively. 

Revenue  for  the  three  months  ending  December  31,  1990  reached 
$43.0  million,  a 43%  increase  over  $30.1  million  for  the  same 
period  in  1989.  Net  income  for  the  period  rose  16%,  from  $5.5 
million  in  1989  to  $6.4  million  in  1990. 

As  of  September  30,  1990,  SPC  had  657  full-time  employees 
(generating  $214,000  in  revenue  per  employee),  segmented  as 
follows: 


Employee  Category 

Number  of 
Employees 

Percent 
of  Total 

Sales/marketing 

318 

48% 

Research/development/ 

215 

33% 

technical 

Operations 

46 

7% 

General/administrative 

78 

12% 

TOTAL 

657 

100% 

Major  competitors  include  Lotus  Development  Corporation, 
Ashton-Tate,  and  Microsoft  Corporation,  as  well  as  various 
microcomputer  manufacturers. 


Key  Products  and  One  hundred  percent  of  SPC's  fiscal  1990  revenue  was  derived 
Services  from  the  sale  of  microcomputer  application  software  products  to 

independent  distributors,  retailer,  and  OEMs. 


March  1991 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


Page  3 of  7 


SOFTWARE  PUBLISHING  CORPORATION 


INPUT 


A three-year  summary  of  source  of  revenue  by  product  line 
follows: 


SOFTWARE  PUBLISHING  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/90 

9/89 

9/88 

PRODUCT  LINE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Harvard  Series 

$99.0 

70% 

$58.2 

56% 

$35.1 

47% 

Professional  Series 

21.1 

15% 

21.3 

21% 

18.3 

25% 

PFS:  Series 

19.5 

14% 

22.5 

22% 

17.4 

24% 

Other 

1.0 

1% 

1.5 

1% 

2.3 

4% 

TOTAL  (a) 

$140.6 

100% 

$103.5 

100% 

$73.1 

100% 

(a)  Includes  royalty  revenues  of  $5.5  million,  $4.5  million,  and  $2.8  million  for  fiscal  1990,  1989,  and 
1988,  respectively,  from  the  licensing  of  PFS:  products  to  IBM. 


SPC's  products  are  designed  for  IBM  and  compatible 
microcomputers  and  are  summarized  in  the  exhibit. 

• In  addition  to  U.S.  versions,  the  company  also  offers  localized 
versions  of  selected  products  in  the  U.K.,  France,  Germany, 
Spain,  and  a number  of  countries  in  Latin  America  and  the 
Asia/Pacific  Rim  region. 

In  February  1991,  SPC  introduced  Harvard  GeoGraphics,  a 
mapping  product. 

New  products  introduced  or  enhanced  in  fiscal  1990  included 
InfoAlliance,  Harvard  Graphics  2.3,  Professional  Write  2.2, 
OfficeWriter  6.2,  as  well  as  additions/enhancements  to  the  PFS: 
product  line  (which  was  sold  in  January  1991). 

• InfoAlliance  is  a client/server  software  product  that  enables  PC 
users  on  a network  to  transparently  access  and  manipulate  data 
located  in  disparate  data  bases  (including  OS/2,  dBASE  III 
PLUS,  dBASE  IV,  and  other  SQL  systems)  throughout  an 
organization.  Key  elements  of  the  product  include  a graphical 
information  interface,  an  application  generator,  report  writing, 
and  data  security  and  integrity  features. 
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EXHIBIT 

SOFTWARE  PUBLISHING  CORPORATION 
SOFTWARE  PRODUCTS 


SUGGESTED 

PRODUCT 

DESCRIPTION 

RETAIL  PRICE 

Harvard  Series 

Harvard  Graphics 

Graphics  presentation  tool 

$495 

Harvard  Graphics 

Symbols  and  reformatted  charts  to 

Accessories 
- Military  Symbols 

enhance  presentations 

$149 

- Quick-Charts 

$99 

- Business  Symbols 

$99 

Harvard  GeoGraphics 

Mapping  product 

$395 

Harvard  Project  Manager 

Project  management  tool 

$695 

Professional  Series 

Professional  Write 

Managerial  word  processing  package 

$249 

Professional  File 

Flat  file  data  base  manager  with 
a custom  application  generator 

$299 

Professional  Plan 

Spreadsheet  analysis  program 

$99 

OfficeWriter 

Dedicated  word  processing  product 

$495 

InfoAlliance 

Data  source  integrator 

(a) 

(a)  Pricing  depends  on  the  hardware  configuration  and  volume  of  purchase. 


Industry  Markets  SPC's  products  are  targeted  to  managerial  and  business 

professionals  in  medium  to  large  corporations. 

The  company's  primary  channel  of  worldwide  distribution  is 
through  software  distributors  and  retailers.  Sales  to  retail  dealers 
and  distributors  accounted  for  approximately  88%  and  85%  of 
SPC's  total  revenues  in  fiscal  1990  and  1989,  respectively. 

• Sales  to  retailers  are  made  directly  by  SPC's  sales  force  and  also 
through  distributors,  who  purchase  directly  from  SPC  at  volume 
discounts. 

• Principal  distributors  include  Ingram/Micro  D,  Inc. 
(contributing  20%  of  1990  revenues)  and  Merisel,  Inc. 
(contributing  14%  of  fiscal  1990  revenues). 
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• SPC's  principal  retailer,  Egghead  Discount  Software, 
accounted  for  12%  of  total  1990  revenues.  Other  retailers  of 
SPC's  products  include  Corporate  Software,  Government 
Technology  Services,  Softmart,  and  Software  Spectrum. 

International  sales  are  made  primarily  through  independent 
distributors. 

SPC  has  also  entered  into  joint  marketing  and  selling  relationships 
with  microcomputer  or  peripheral  manufacturers. 

• OEMs  purchase  products  from  SPC  at  volume  discounts  and 
resell  them  under  the  SPCS  brand  name. 

• Sales  to  OEMs,  excluding  royalties,  contributed  approximately 
2%  and  5%  to  SPC's  fiscal  1990  and  1989  revenues, 
respectively. 

The  Authorized  Solutions  Provider  Program,  introduced  in  fiscal 
1990,  is  one  of  the  primary  channels  for  distributing  InfoAlliance. 
This  program  is  targeted  to  VARs  with  expertise  in  developing, 
servicing,  and  supporting  client/server  applications.  The  program 
is  structured  to  include  technical,  marketing,  and  sales  support. 
Additional  rebates  and  incentives  are  also  available  to  VARs  who 
develop  and  support  InfoAlliance  applications. 


Geographic  A three-year  summary  of  SPC's  geographic  source  of  revenue 

Markets  follows: 


SOFTWARE  PUBLISHING  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

9/90 

9/89 

9/88 

U.S.  sales 

$108.0 

77% 

$85.4 

83% 

$63.7 

87% 

Export  sales 

32.6 

23% 

18.1 

17% 

9.4 

13% 

TOTAL 

$140.6 

100% 

$103.5 

100% 

$73.1 

100% 

In  addition  to  its  headquarters  in  Mountain  View,  SPC  has 
regional  offices  in  Pleasanton  (CA),  Plano  (TX),  Chantilly  (VA), 
and  Madison  (WI). 
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International  sales  (U.S.  versions  and  localized  versions  of  SPC 
products)  are  made  primarily  through  independent  distributors  in 
19  countries  and  are  sold  worldwide. 

• SPC  expanded  its  international  offices  during  fiscal  1990. 
Offices  are  currently  located  in  Canada,  England,  Australia, 
Italy,  Germany,  the  Netherlands,  and  Belgium. 
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COMPANY  PROFILE 


SOFTWARE  PUBLISHING 
CORPORATION 

1901  Landings  Drive 
Mountain  View,  CA  94303 
(415)  962-8910 


Fred  M.  Gibbons,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  388 
Total  Revenue,  Fiscal  Year  End 
9/30/89:  $103,488,000 


The  Company  Software  Publishing  Corporation  (SPC),  founded  in  1980,  develops 

and  markets  microcomputer-based  application  software  packages 
that  are  designed  to  increase  the  productivity  of  business 
professionals.  The  company's  current  product  lines  include  PFS:R 
Series,  for  both  entry  level  and  experienced  computer  users, 
OfficeWriterR,  for  the  more  experienced  word  processor  user,  and 
Harvard™,  for  specialized  applications.  SPC  has  sold  over  four 
million  copies  of  its  software  products  worldwide. 

Fiscal  1989  revenue  reached  $103.5  million,  a 42%  increase  over 
fiscal  1988  revenue  of  $73.1  million.  Net  income  rose  26%,  from 
$13.5  million  in  fiscal  1988  to  $17  million  in  fiscal  1989.  A five- 
year  financial  summary  follows: 
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SOFTWARE  PUBLISHING  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

9/89 

9/88 

9/87 

9/86 

9/85 

CAGR 

Revenue 

• Percent  increase 

$103.5 

$73.1 

$38.6 

$23.7 

$37.2 

23% 

(decrease)  from 
previous  year 

42% 

89% 

63% 

(36%) 

42% 

Income  before  taxes 
• Percent  increase 

$26.8 

$21.3 

$9.0 

$0.5 

$10.9 

20% 

(decrease)  from 
previous  year 

26% 

137% 

★ 

(95%) 

51% 

• Gross  margin 

26% 

29% 

23% 

2% 

29% 

Net  income 
• Percent  increase 

$17.0 

$13.5 

$5.2 

$0.7 

$5.8 

24% 

(decrease)  from 
previous  year 

26% 

160% 

643% 

(88%) 

45% 

• Net  margin 

16% 

18% 

13% 

3% 

16% 

* Percent  change  exceeds  1,000%. 


SPC  management  attributes  fiscal  1989  results  to  the  following: 

• Increased  unit  shipments  of  all  product  offerings  as  a result  of 
the  expansion  of  SPC's  direct  sales  force,  the  release  of  new 
products,  and  the  increasing  penetration  of  major  corporate 
accounts.  Also  contributing  was  the  increase  in  international 
sales,  reaching  17%  in  1989  from  13%  in  1988. 

• Cost  of  sales  were  15%  of  revenue  in  fiscal  1989  ($15.5  million), 
compared  to  14%  of  revenue  in  fiscal  1988  ($10.2  million). 

This  increase  was  due  to  the  amortization  of  software  acquired 
with  the  purchase  of  Office  Systems,  Inc.  in  September  1988, 
and  a higher  percem  lge  of  OEM  revenues  which  have  lower 
gross  margins. 

Revenue  for  the  three  months  ending  December  31,  1989  reached 
$30.1  million,  a 30%  increase  over  $23.2  million  for  the  same 
period  in  1988.  Net  income  for  the  period  rose  45%,  from  $3.8 
million  in  1988  to  $5.5  million  in  1989. 

As  of  September  30,  1989,  SPC  had  390  full-time  employees, 
segmented  as  follows: 
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Employee  Category 

Number 

Percent 

Revenue 
Per  Employee 

General /Administrative 

179 

46% 

__ 

Sales/Marketing 

175 

45% 

— 

Development/R&D/ 

Technical 

36 

9% 

Total 

390 

100% 

$265,354 

Major  competitors  include  Lotus  Development  Corporation, 
Ashton-Tate,  and  Microsoft  Corporation,  as  well  as  various 
microcomputer  manufacturers. 


Key  Products  and  One  hundred  percent  of  SPC's  fiscal  1989  revenue  was  derived 
Services  from  the  sale  of  microcomputer  application  software  products  to 

independent  distributors,  retail  outlets,  and  OEMs. 

A three-year  summary  of  source  of  revenue  by  product  line 
follows: 

SOFTWARE  PUBLISHING  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

PRODUCT 

9/89 

9/88 

9/87 

Professional  products  and 
OfficeWriter 

22% 

29% 

45% 

PFS:First  products 

22% 

24% 

28% 

Harvard  products 

56% 

47% 

27% 

TOTAL 

100% 

100% 

100% 

During  fiscal  1983  and  1984  SPC  entered  into  license  agreements 
with  IBM  under  which  IBM  is  licensed  to  produce  and  sell  IBM 
proprietary  versions  of  SPC's  first  generation  of  PFS  products. 

• Versions  of  PFS:RFile,  PFS:RReport,  PFS:RWrite,  PFS:RGraph, 
and  PFS:RPlan  are  available  under  the  IBM  "Assistant  Series" 
brand  name  through  IBM's  retail,  direct,  and  international 
trade  channels. 
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• SPC  receives  royalties  based  on  IBM's  net  unit  shipments  of 
these  products.  Royalty  payments  from  IBM  in  1989  were  not 
material,  but  accounted  for  approximately  3%  of  revenue  ($2.2 
million)  in  fiscal  1988,  8%  of  revenue  ($3  million)  in  fiscal  1987, 
and  14%  of  revenue  ($3.3  million)  in  fiscal  1986. 


Industry  Markets  SPC  sells  its  PFS:  and  Harvard  product  lines  through  distributors, 

retailers,  and  OEMs. 

SPC's  customers  traditionally  have  been  small  to  medium-sized 
businesses.  Beginning  in  1986,  sales  to  large  corporations,  the 
company's  primary  target  market,  increased  significantly. 

• SPC's  plan  for  fiscal  1990  is  to  continue  to  target  its  products  to 
corporate  end  users,  develop  new  products  for  the  OS/2 
environment,  and  continue  to  increase  the  power  of  its  products 
operating  under  the  MS-DOS  operating  environment. 

• SPC  will  also  continue  the  expansion  of  its  international 
marketing  activities. 

The  company’s  primary  channel  of  distribution  worldwide  is 
through  software  distributors  and  retailers  to  corporate  and  small 
business  end  users.  Sales  to  retailers  are  made  directly  by  SPC's 
sales  force  and  also  through  distributors,  who  purchase  directly 
from  SPC  at  volume  discounts.  Principal  distributors  include 
Ingram/Micro  D,  Inc.  (18%  of  1989  revenues),  and  Softsel 
Computer  Products  (15%  of  1989  revenues).  SPC's  principal 
retailer,  Egghead  Discount  Software™,  accounted  for  12%  of  total 
1989  revenues. 

• International  sales  are  made  exclusively  through  independent 
distributors. 

• SPC  has  also  entered  into  joint  marketing  and  selling 
relationships  with  microcomputer  and  peripheral 
manufacturers.  OEMs  purchase  products  from  SPC  at  volume 
discounts  and  resell  them  under  the  PFS  brand  name  to  thei; 
customers.  SPC's  primary  OEM  customers,  excluding  IBM, 
include  Tandy  Corporation  and  Epson  America,  Inc. 

• SPC's  sales  force  also  calls  directly  on  corporate  customers. 


Geographic 

Markets 


Approximately  83%  of  SPC's  fiscal  1989  revenue  was  derived  from 
the  U.S.  The  remaining  17%  of  revenue  was  derived  from  export 
sales. 
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A three-year  summary  of  SPC's  geographic  source  of  revenue 
follows: 


SOFTWARE  PUBUSHING  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

9/89 

9/88 

9/87 

U.S.  sales 

$85.4 

$63.6 

$35.1 

Export  sales 

$18.1 

$9.5 

$3.5 

TOTAL 

$103.5 

$73.1 

$38.6 

SPC  has  regional  offices  located  in  Mountain  View  and 
Pleasanton  (CA),  Plano  (TX),  Chantilly  (VA),  and  Madison  (WI). 

SPC  has  international  offices  located  in  Canada,  England,  and 
Australia. 

The  company's  products  are  represented  by  distributors  in  19 
countries  and  are  sold  worldwide.  Most  international  sales  to  date 
have  been  from  the  sale  of  U.S.  versions  of  SPC's  products,  but 
localized  versions  of  selected  PFS  and/or  Harvard  products  are 
also  available  in  the  U.K.,  France,  Germany,  Spain,  and  other 
countries  in  Europe,  Latin  America,  and  the  Asia/Pacific  Rim 
region.  In  addition,  the  IBM  Assistant  Series  is  sold  in  ten 
European  languages. 
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SOFTWARE  PUBLISHING 
CORPORATION 

1901  Landings  Drive 
Mountain  View,  CA  94303 
(415)  962-8910 


Fred  M.  Gibbons,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  388 
Total  Revenue,  Fiscal  Year  End 
9/30/88:  $73,120,000 


The  Company  Software  Publishing  Corporation  (SPC),  founded  in  1980,  develops 

and  markets  microcomputer-based  application  software  packages 
that  are  designed  to  increase  the  productivity  of  business 
professionals.  The  company's  current  product  lines  include  PFSR, 
for  both  entry  level  and  experienced  computer  users, 
OfficeWriterR,  for  the  more  experienced  word  processor  user,  and 
Harvard™,  for  specialized  applications.  SPC  has  sold  over  four 
million  copies  of  its  software  products  worldwide. 

• In  September  1988,  SPC  acquired  Office  Solutions,  Inc.  (OSI) 
for  $4.36  million. 

- OSI  markets  OfficeWriter,  a high-end  word  processor  for 
microcomputers. 

• SPC  acquired  Harvard  Software,  Inc.  in  August  1985  for 
399,973  shares  of  SPC  common  stock.  Two  of  SPC's  current 
products  (Harvard  Project  Manager™  and  Harvard 
Graphics™)  are  enhancements  of  products  acquired  with 
Harvard  Software. 

SPC's  customers  traditionally  have  been  small  to  medium-sized 
businesses.  Beginning  in  1986,  sales  to  large  corporations,  the 
company's  primary  target  market,  increased  significantly. 

• SPC's  plan  for  fiscal  1989  is  to  continue  to  target  its  products  to 
corporate  end  users,  develop  new  products  for  the  OS/2 
environment,  and  continue  to  increase  the  power  of  its  products 
operating  under  the  MS-DOS  operating  environment. 

• SPC  will  also  continue  the  expansion  of  its  international 
marketing  activities. 
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Fiscal  1988  revenue  reached  $73.1  million,  a 90%  increase  over 
fiscal  1987  revenue  of  $38.6  million.  Net  income  rose  161%,  from 
$5.2  million  in  fiscal  1987  to  $13.5  million  in  fiscal  1988.  A five- 
year  financial  summary  follows: 

SOFTWARE  PUBLISHING  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

9/85 

9/84 

Revenue 

• Percent  increase 

$73,120 

$38,576 

$23,662 

$37,181 

$26,211 

(decrease)  from 
previous  year 

90% 

63% 

(36%) 

42% 

157% 

Income  before  taxes 
• Percent  increase 

$21,330 

$9,031 

$459 

$10,888 

$7,161 

(decrease)  from 
previous  year 

136% 

★ 

(96%) 

52% 

202% 

Net  income 
• Percent  increase 

$13,545 

$5,193 

$699 

$5,843 

$3,967 

(decrease)  from 
previous  year 

161% 

643% 

(88%) 

47% 

224% 

Earnings  per  share 
• Percent  increase 

$1.72 

$0.69 

$0.10 

$0.83 

$0.70 

(decrease)  from 
previous  year 

149% 

590% 

(88%) 

19% 

204% 

* Percent  change  exceeds  1,000%. 


SPC  management  attributes  fiscal  1988  results  to  the  following: 

• Increased  unit  shipments  of  all  product  offerings  as  a result  of 
the  expansion  of  SPC's  direct  sales  force,  the  release  of  new 
products,  and  the  increasing  penetration  of  major  corporate 
accounts.  Also  contributing  was  the  increase  in  international 
sales,  reaching  13%  of  revenue  in  fiscal  1988  compared  to  9% 
of  revenue  in  fiscal  1987. 

• Cost  of  sales  were  14%  of  revenue  in  fiscal  1988  ($10.4  million), 
compared  to  16%  of  revenue  in  fiscal  1987  ($6.2  million).  As  a 
percent  of  total  revenue  these  costs  declined  primarily  because 
of  increased  sales  of  higher  priced  products  that  have  higher 
gross  margins. 
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• Marketing  and  sales  expenses  were  $26.4  million  (36%  of 
revenue)  in  fiscal  1988  compared  to  $14.1  million  (37%  of 
revenue)  in  fiscal  1987.  Fiscal  1988  increases  reflect  significant 
expenditures  in  product  promotions,  the  continued  expansion  of 
SPC's  direct  sales  force  to  promote  new  products,  and  the 
expansion  of  international  operations. 

• Research  and  development  expenditures  increased  from  $7.7 
million  (20%  of  revenue)  in  fiscal  1987  to  $11.8  million  (16%  of 
revenue)  in  fiscal  1988,  primarily  as  the  result  of  the 
amortization  of  acquired  product  rights. 

• General  and  administrative  expenses  increased  from  $2.8 
million  (7%  of  revenue)  in  fiscal  1987  to  $5.0  million  (7%  of 
revenue)  in  fiscal  1988. 

Revenue  for  the  six  months  ending  March  31,  1989  reached  $46.7 
million,  a 60%  increase  over  $29.2  million  for  the  same  period  in 
1988.  Net  income  for  the  period  rose  41%,  from  $5.4  million  to 
$7.8  million. 

As  of  September  30,  1988  SPC  had  approximately  390  full-time 
employees,  segmented  as  follows: 


Sales,  marketing,  and 

customer  support 

175 

Product  enhancement 

and  development 

36 

Production 

134 

Finance  and 

administration 

45 

390 

Major  competitors  include  Lotus  Development  Corporation, 
Ashton-Tate,  and  Microsoft  Corporation,  as  well  as  various 
microcomputer  manufacturers. 


Key  Products  and  One  hundred  percent  of  SPC's  fiscal  1988  revenue  was  derived 
Services  from  the  sale  of  microcomputer  application  software  products  to 

independent  distributors,  retail  outlets,  and  OEMs. 

SPC  currently  markets  four  categories  of  products  as  follows: 

• PFS:First  products  are  targeted  to  novice  microcomputer  users. 
These  products  include  PFS:First  Choice  3.0R,  PFS:First 
Publisher™,  and  PFS:First  Graphics™. 
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• Professional  products  are  targeted  to  business  professionals 
who  are  experienced  microcomputer  users.  These  products 
include  PFS:Professional  File™,  PFS:Professional  Write™, 
PFS:Professional  Plan™,  and  PFS:  Professional  LAN  Pack™. 

• Harvard  products,  which  address  specialized  applications, 
include  Harvard  Project  Manager,  Harvard  Graphics.  Harvard 
Graphics  Accessories™,  and  Harvard  Graphics  LAN  Pack™. 

• OfficeWriter  is  a word  processor  targeted  for  the  more 
experienced,  everyday  user. 

A three-year  summary  of  SPC's  source  of  revenue  by  product 
category  follows: 

SOFTWARE  PUBLISHING  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

PRODUCT 

9/88 

9/87 

9/86 

Professional  products 

29% 

45% 

78% 

PFS:First  products 

24% 

28% 

6% 

Harvard  products 

47% 

27% 

16% 

OfficeWriter  (a) 

-- 

-- 

- 

TOTAL 

100% 

100% 

100% 

(a)  OfficeWriter  did  not  contribute  significantly  to  fiscal  1988  revenue  since  it  was 
only  acquired  in  September  1988  with  Office  Solutions. 


SPC's  entry  level  PFS  products  are  new  versions  of  earlier  SPC 
products  and  include  the  following: 

• PFS:First  Choice  3.0,  introduced  in  October  1988,  is  a multi- 
purpose software  package  that  combines  word  processing,  file 
management,  spreadsheet  analysis,  electronic  communications, 
and  graphics  applications.  This  product  has  a suggested  list 
price  of  $159.  There  are  currently  over  100,000  installations  of 
various  versions  of  First  Choice. 

• PFS:First  Publisher  2.0,  introduced  in  June  1988,  enhances 
word  processing  documents  with  desktop  publishing  techniques. 
Users  can  create  professional  looking  documents  through  the 
use  of  difference  sizes  and  styles  of  fonts,  multi-column  page 
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layouts,  and  graphics  tools  and  images.  This  product  has  a 
suggested  list  price  of  $129. 

• PFS:First  Graphics,  introduced  in  September  1988,  includes 
many  features  of  Harvard  Graphics,  but  is  geared  towards  the 
occasional  graphics  user  who  requires  speed.  PFS:First 
Graphics  can  be  used  in  conjunction  with  a spreadsheet,  word 
processor,  or  data  base.  This  product  has  a suggested  list  price 
of  $149. 

PFS:Professional  Series™  products,  introduced  in  August  1986, 

include  the  following: 

• PFS:Professional  File  2.0,  introduced  in  September  1988,  is  a 
file  management  program  that  allows  the  user  to  organize  and 
analyze  repetitive  information.  The  system  also  contains 
various  reporting  capabilities.  This  product  has  a suggested 
retail  price  of  $299. 

• PFS:Professional  Write  2.0,  introduced  in  April  1988,  is  a word 
processing  package  that  includes  a spell  checker,  a personal 
dictionary,  a thesaurus,  and  an  address  book.  This  product  has 
a suggested  retail  price  of  $199. 

• PFS:Professional  Plan  is  a spreadsheet  analysis  program  that 
permits  the  user  to  develop  and  graphically  analyze  business 
plans,  budgets,  financial  statements,  and  other  planning  models. 
This  product  has  a suggested  retail  price  of  $99. 

• PFS:Professional  LAN  Pack  allows  five  named  users  to  share 
PFS:Professional  Series  files  on  a local  area  network.  It 
supports  the  IBM  PC-Net,  3Com  3 + , and  Novell  Advanced 
Netware/86  networks.  This  product  has  a suggested  retail  price 
of $499. 

SPC's  Harvard  products  are  new  versions  of  earlier  products  and 

include  the  following: 

• Harvard  Project  Manager  (HPM™),  introduced  in  August  1988 
as  an  enhancement  of  Harvard  Total  Project  Manager  II™,  is  a 
project  management  tool  for  business  managers  and 
professionals.  Features  include  cost  analysis,  cost  graphing, 
resource  allocation,  and  report  writing.  This  product  has  a 
suggested  retail  price  of  $695. 

• Harvard  Graphics  2.1,  introduced  in  January  1988,  is  designed 
for  business  professionals  who  give  presentations  as  part  of 
their  jobs.  Features  include  keyboard  macros,  symbols  and 
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drawing  features,  and  the  ability  to  produce  slides.  This 
product  has  a suggested  retail  price  of  $495. 

• Harvard  Graphics  Accessories  are  used  with  Harvard  Graphics. 
Presenters  are  provided  with  a choice  of  hundreds  of  symbols 
and  pre-formatted  charts.  There  are  five  separate  products 
within  the  Accessories  umbrella:  US  MapMaker  and 
ScreenShow  Utilities™,  both  of  which  have  a suggested  list 
price  of  $149;  and  Business  Symbols,  Designer  Galleries,  and 
Quick-Charts,  which  have  a suggested  list  price  of  $99. 

• Harvard  Graphics  LAN  Pack  allows  five  named  users  to  share 
Harvard  Graphics  files  on  a local  area  network.  It  supports  the 
IBM  PC-Net,  3Com  3 + , and  Novell  Advanced  Netware/86 
networks.  This  product  has  a suggested  retail  price  of  $1,795. 

SPC's  OfficeWriter  6.0  is  a high-end  word  processor  designed  for 
microcomputer  usage.  OfficeWriter  features  a user  interface  and 
design  similar  to  that  of  the  Wang  word  processing  system.  This 
product  has  a suggested  list  price  of  $495. 

During  fiscal  1983  and  1984,  SPC  entered  into  license  agreements 
with  IBM  under  which  IBM  is  licensed  to  produce  and  sell  IBM 
proprietary  versions  of  SPC's  first  generation  of  PFS  products. 

• Versions  of  PFS:RFile,  PFS:RReport,  PFS:RWrite,  PFS:RGraph, 
and  PFS:RPlan  are  available  under  the  IBM  "Assistant  Series" 
brand  name  through  IBM's  retail,  direct,  and  international 
trade  channels. 

• SPC  receives  royalties  based  on  IBM's  net  unit  shipments  of 
these  products.  Royalty  payments  from  IBM  accounted  for 
approximately  3%  of  revenue  ($2.2  million)  in  fiscal  1988,  8% 
of  revenue  ($3  million)  in  fiscal  1987,  and  14%  of  revenue  ($3.3 
million)  in  fiscal  1986. 


Industry  Markets  SPC  sells  its  PFS  and  Harvard  product  lines  through  distributors, 

retailers,  and  OEMs. 

The  company's  primary  channel  of  distribution  worldwide  is 
through  software  distributors  and  retailers  to  corporate  and  small 
business  end-users. 

• Sales  to  retailers  are  made  directly  by  SPC's  sales  force  and  also 
through  distributors,  who  purchase  directly  from  SPC  at  volume 
discounts. 
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• SPC's  principal  distributors  include: 

- Ingram  Software,  Inc.,  which  accounted  for  11%  of  total 
revenue  in  fiscal  1988  and  13%  in  fiscal  1987. 

- Softsel  Computer  Products,  Inc.,  which  accounted  for  12%  of 
total  revenue  in  fiscal  1988  and  12%  of  total  revenue  in  fiscal 
1987. 

- Micro  D,  Inc.,  which  accounted  for  13%  of  total  revenue  in 
fiscal  1988,  and  11%  in  fiscal  1987. 

• SPC's  principal  retailer,  Egghead  Discount  Software,  accounted 
for  13%  of  total  revenue  in  fiscal  1988. 

• International  sales  are  made  exclusively  through  independent 
distributors. 

SPC  has  also  entered  into  joint  marketing  and  selling  relationships 
with  microcomputer  and  peripheral  manufacturers.  OEMs 
purchase  products  from  SPC  at  volume  discounts  and  resell  them 
under  the  PFS  brand  name  to  their  customers. 

• In  fiscal  1988,  SPC's  primary  OEM  customers,  excluding  IBM, 
were  Tandy  Corporation  and  Epson  America,  Inc. 

• Sales  to  OEMs,  excluding  royalties  from  IBM,  represented 
approximately  6%  of  total  revenue  for  both  fiscal  1988  and 
1987. 

SPC's  sales  force  also  calls  directly  on  corporate  customers. 


Approximately  87%  of  SPC's  fiscal  1988  revenue  was  derived  from 
the  U.S.  The  remaining  13%  of  revenue  was  derived  from  export 
sales. 

A three-year  summary  of  SPC's  geographic  source  of  revenue 
follows: 
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SOFTWARE  PUBLISHING  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

U.S.  sales 

$63.6 

$35.1 

$22.5 

Export  sales 

$9.5 

$3.5 

$1.2 

TOTAL 

$73.1 

$38.6 

$23.7 

SPC  has  regional  offices  located  in  Mountain  View  and 
Pleasanton  (CA),  Stamford  (CT),  Plano  (TX),  and  Madison  (WI). 

SPC  has  international  offices  located  in  Canada,  England,  and 
Australia. 

The  company's  products  are  represented  by  distributors  in  19 
countries  and  are  sold  worldwide. 

• Most  international  sales  to  date  have  been  from  the  sale  of  U.S. 
versions  of  SPC's  products,  but  localized  versions  of  selected 
PFS  and/or  Harvard  products  are  also  available  in  the  U.K., 
France,  and  Germany,  Spain,  and  other  countries  in  Europe, 
Latin  America,  and  the  Asia/Pacific  Rim  region.  In  addition, 
the  IBM  Assistant  Series  is  sold  in  ten  European  languages. 


Computer 
Hardware  and 
Software 


SPC  has  a variety  of  microcomputers  installed  at  its  Mountain 
View  headquarters  for  product  development,  customer  support, 
and  internal  use,  including  IBM  PS/2s,  PC/ATs,  and  Compaq 
286s. 
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SOFTWARE  PUBLISHING 
CORPORATION 

1901  Landings  Drive 
Mountain  View,  CA  94303 
(415)962-8910 


Fred  M.  Gibbons,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  206 
Total  Revenue,  Fiscal  Year  End 
9/30/87:  $38,576,000 


The  Company  Software  Publishing  Corporation  (SPC),  founded  in  1980,  develops 

and  markets  microcomputer-based  application  software  packages 
that  are  designed  to  increase  the  productivity  of  business 
professionals.  The  company's  current  product  lines  include  PFSR, 
for  both  entry  level  and  experienced  computer  users,  and 
Harvard™,  for  specialized  applications.  SPC  has  sold  over  four 
million  copies  of  its  software  products  worldwide. 

• SPC  acquired  Harvard  Software,  Inc.  in  August  1985  for 
399,973  shares  of  SPC  common  stock.  Two  of  SPC's  current 
products  (Harvard  Total  Project  Manager  II™  and  Harvard 
Graphics)  are  enhancements  of  products  acquired  with  Harvard 
Software. 

SPC's  customers  traditionally  have  been  small  to  medium-sized 
businesses.  Beginning  in  1986,  sales  to  large  corporations,  the 
company's  primary  target  market,  increased  significantly. 

• SPC's  plan  for  fiscal  1988  is  to  continue  to  target  its  products  to 
corporate  end  users,  develop  new  products  for  the  OS/2 
environment,  and  continue  to  increase  the  power  of  its  products 
operating  under  the  MS-DOS  operating  environment. 

• SPC  will  also  continue  the  expansion  of  its  international 
marketing  activities. 

Fiscal  1987  revenue  reached  $38.6  million,  a 63%  increase  over 
fiscal  1986  revenue  of  $23.7  million.  Net  income  rose  643%,  from 
$699,000  in  fiscal  1986  to  $5.2  million  in  fiscal  1987.  A five-year 
financial  summary  follows: 
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SOFTWARE  PUBLISHING  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/87 

9/86 

9/85 

9/84 

9/83 

Revenue 

• Percent  increase 

$38,576 

$23,662 

$37,181 

$26,211 

$10,181 

(decrease)  from 
previous  year 

63% 

(36%) 

42% 

157% 

152% 

Income  before  taxes 
• Percent  increase 

$9,031 

$459 

$10,888 

$7,161 

$2,372 

(decrease)  from 
previous  year 

* 

(96%) 

52% 

202% 

114% 

Net  income 
• Percent  increase 

$5,193 

$699 

$5,843 

$3,967 

$1,224 

(decrease)  from 
previous  year 

643% 

(88%) 

47% 

224% 

95% 

Earnings  per  share 
• Percent  increase 

$0.69 

$0.10 

$0.83 

$0.70 

$0.23 

(decrease)  from 
previous  year 

590% 

(88%) 

19% 

204% 

77% 

* Percent  change  exceeds  1,000%. 


SPC  management  attributes  fiscal  1987  results  to  the  following: 

• Increased  unit  shipments  represented  34%  of  the  revenue 
change.  The  remainder  was  the  result  of  price  increases. 
International  sales  more  than  doubled  during  fiscal  1987, 
reaching  approximately  9%  of  revenue. 

• In  late  fiscal  1986,  in  response  to  a shift  in  market  demand 
toward  higher  performance  software,  SPC  began  a series  of  new 
product  introductions.  These  included  redesigning  the  PFS  line 
to  accommodate  both  entry  level  and  experienced 
microcomputer  users  (PFS Professional  Series,  PFS:First 
Choice,  and  PFS:First  Publisher),  as  well  as  introducing 
Harvard  Graphics  and  Harvard  Total  Project  Manager  II 
speciality  software.  These  new  products  have  been  well 
received  in  the  marketplace. 

• During  fiscal  1987  SPC  realigned  its  sales  and  distribution 
organization.  Distribution  channels  were  restructured  and  the 
need  for  manufacturer's  representatives  was  eliminated.  Four 


Page  2 of  8 


Copyright  1988  by  INPUT.  Reproduction  Prohibited. 


February  1 988 


SOFTWARE  PUBLISHING  CORPORATION 


INPUT 


Key  Products  and 
Services 


regional  sales  offices  were  opened  and  the  internal  sales  force 
was  doubled. 

• Cost  of  sales  were  16%  of  revenue  in  fiscal  1987  ($6.2  million), 
compared  to  18%  of  revenue  in  fiscal  1986  ($4.2  million).  As  a 
percent  of  total  revenue  these  costs  declined  primarily  because 
of  increased  sales  of  higher  priced  products  that  have  higher 
gross  margins. 

• Marketing  and  sales  expenses  were  $14.1  million  (37%  of 
revenue)  in  fiscal  1987  compared  to  $10.7  million  (45%  of 
revenue)  in  fiscal  1986.  Fiscal  1987  increases  reflect  significant 
expenditures  in  product  promotions,  the  continued  expansion  of 
SPC's  direct  sales  force  to  promote  new  products,  and  the 
expansion  of  international  operations. 

• Research  and  development  expenditures  increased  from  $5.9 
million  (25%  of  revenue)  in  fiscal  1986  to  $7.7  million  (20%  of 
revenue)  in  fiscal  1987,  primarily  as  the  result  of  the 
amortization  of  acquired  product  rights. 

• General  and  administrative  expenses  declined  from  $3.8  million 
(16%  of  revenue)  in  fiscal  1986  to  $2.8  million  (7%  of  revenue) 
in  fiscal  1987.  Expenses  in  fiscal  1986  were  impacted  by  bad 
debt  expenses  associated  with  a major  customer. 

As  of  September  30,  1987  SPC  had  206  full-time  employees, 

segmented  as  follows: 


Sales,  marketing,  and 

customer  support 

91 

Product  enhancement 

and  development 

73 

Production 

21 

Finance  and 

administration 

21 

206 

Major  competitors  include  Lotus  Development  Corporation, 
Ashton-Tate,  and  Microsoft  Corporation,  as  well  as  various 
microcomputer  manufacturers. 


One  hundred  percent  of  SPC's  fiscal  1987  revenue  was  derived 
from  the  sale  of  microcomputer  application  software  products  to 
independent  distributors,  retail  outlets,  and  OEMs. 
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SPC  currently  markets  three  categories  of  products  as  follows: 

• Entry  products  are  targeted  to  novice  microcomputer  users. 
These  products  include  PFS:  First  Choice  2.0R  and  PFS:  First 
Publisher™. 

• Professional  products  are  targeted  to  business  professionals 
who  are  experienced  microcomputer  users.  These  products 
include  PFS:  Professional  File™,  PFS:  Professional  Write™, 
PFS:  Professional  Plan™,  and  PFS:  Professional  Network™. 

• Harvard  products,  which  address  specialized  applications, 
include  Harvard  Total  Project  Manager  II™  and  Harvard 
Graphics™. 

• A two-year  summary  of  SPC's  source  of  revenue  by  product 
category  follows: 

SOFTWARE  PUBLISHING  CORPORATION 
TWO-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

PRODUCT 

9/87 

9/86 

Professional  products 

45% 

78% 

Entry  products 

28% 

6% 

Harvard  products 

27% 

16% 

TOTAL 

100% 

100% 

SPC's  entry  level  PFS  products  are  new  versions  of  earlier  SPC 
products  and  include  the  following: 

• PFS:  First  Choice  2.0,  introduced  in  September  1987,  is  a multi- 
purpose software  package  that  combines  word  processing,  file 
management,  spreadsheet  analysis,  electronic  communications, 
and  graphics  applications.  This  product  has  a suggested  list 
price  of  $149.  There  are  currently  over  100,000  installations  of 
various  versions  of  First  Choice. 

* PFS:  First  Publisher,  introduced  in  June  1987,  enhances  word 
processing  documents  with  desktop  publishing  techniques. 

Users  can  create  professional  looking  documents  through  the 
use  of  difference  sizes  and  styles  of  fonts,  multi-column  page 
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layouts,  and  graphics  tools  and  images.  This  product  has  a 
suggested  list  price  of  $99. 

PFS:  Professional  Series™  products,  introduced  in  August  1986, 

include  the  following: 

• PFS:  Professional  File  is  a file  management  program  that 
allows  the  user  to  organize  and  analyze  repetitive  information. 
The  system  also  contains  various  reporting  capabilities.  This 
product  has  a suggested  retail  price  of  $249. 

• PFS:  Professional  Write  is  a word  processing  package  that 
includes  a spell  checker,  a personal  dictionary,  a thesaurus,  and 
an  address  book.  This  product  has  a suggested  retail  price  of 
$199. 

• PFS:  Professional  Plan  is  a spreadsheet  analysis  program  that 
permits  the  user  to  develop  and  graphically  analyze  business 
plans,  budgets,  financial  statements,  and  other  planning  models. 
This  product  has  a suggested  retail  price  of  $99. 

• PFS:  Professional  Network  allows  five  named  users  to  share 
PFS:  Professional  Series  files  on  a local  area  network.  It 
supports  the  IBM  PC-Net,  3Com  3 + , and  Novell  Advanced 
Netware/86  networks.  This  product  has  a suggested  retail  price 
of $499. 

SPC's  Harvard  products  are  new  versions  of  earlier  products  and 

include  the  following: 

• Harvard  Total  Project  Manager  II,  introduced  in  September 
1987  as  an  enhancement  of  Harvard  Total  Project  Manager™, 
is  a project  management  tool  for  business  managers  and 
professionals.  Features  include  cost  analysis,  cost  graphing, 
resource  allocation,  and  report  writing.  This  product  has  a 
suggested  retail  price  of  $595. 

• Harvard  Graphics,  introduced  in  January  1986,  is  designed  for 
business  professionals  who  give  presentations  as  part  of  their 
jobs.  Features  include  keyboard  macros,  symbols  and  drawing 
features,  and  the  ability  to  produce  slides.  This  product  has  a 
suggested  retail  price  of  $395. 

• Harvard  Professional  Publisher,  a product  jointly  developed  by 
SPC  and  Bestinfo,  Inc.,  was  discontinued  in  fiscal  1987. 
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During  fiscal  1983  and  1984  SPC  entered  into  license  agreements 
with  IBM  under  which  IBM  is  licensed  to  produce  and  sell  IBM 
proprietary  versions  of  SPC's  first  generation  of  PFS  products. 

• Versions  of  PFS:RFile,  PFS:RReport,  PFS:RWrite,  PFS:RGraph, 
and  PFS:RPlan  are  available  under  the  IBM  "Assistant  Series" 
brand  name  through  IBM's  retail,  direct,  and  international 
trade  channels. 

• SPC  receives  royalties  based  on  IBM's  net  unit  shipments  of 
these  products.  Royalty  payments  from  IBM  accounted  for 
approximately  8%  of  revenue  ($3  million)  in  fiscal  1987,  14%  of 
revenue  ($3.3  million)  in  fiscal  1986,  and  17%  of  revenue  ($6.3 
million)  in  fiscal  1985. 


Industry  Markets 

SPC  sells  its  PFS  and  Harvard  product  lines  through  distributors, 
retailers,  and  OEMs. 

The  company's  primary  channel  of  distribution  worldwide  is 
through  software  distributors  and  retailers  to  corporate  and  small 
business  end-users. 

• Sales  to  retailers  are  made  directly  by  SPC's  sales  force  and  also 
through  distributors,  who  purchase  directly  from  SPC  at  volume 
discounts. 

• SPC's  principal  distributors  include: 

- Ingram  Software,  Inc.,  which  accounted  for  13%  of  total 
revenue  both  in  fiscal  1987  and  fiscal  1986. 

- Softsel  Computer  Products,  Inc.,  which  accounted  for  12%  of 
total  revenue  in  fiscal  1987  and  14%  of  total  revenue  in  fiscal 
1986. 

- Micro  Distributors,  which  accounted  for  11%  of  total 
revenue  in  fiscal  1987. 

• International  sales  are  made  exclusively  through  independent 
distributors. 

SPC  has  also  entered  into  joint  marketing  and  selling  relationships 
with  microcomputer  and  peripheral  manufacturers.  OEMs 
purchase  products  from  SPC  at  volume  discounts  and  resell  them 
under  the  PFS  brand  name  to  their  customers. 
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• In  fiscal  1987  SPC's  primary  OEM  customers,  excluding  IBM, 
were  Tandy  Corporation  and  Epson  America,  Inc. 

• Sales  to  OEMs,  excluding  royalties  from  IBM,  represented 
approximately  6%  of  total  revenue  for  both  fiscal  1987  and 
1986. 

SPC's  sales  force  also  calls  directly  on  corporate  customers. 


Approximately  91%  of  SPC's  fiscal  1987  revenue  was  derived  from 
the  U.S.  The  remaining  9%  of  revenue  was  derived  from  export 
sales. 

A two-year  summary  of  SPC's  geographic  source  of  revenue 
follows: 


SOFTWARE  PUBLISHING  CORPORATION 
TWO-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

9/87 

9/86 

U.S.  sales 

$35.1 

$22.5 

Export  sales 

3.5 

1.2 

TOTAL 

$38.6 

$23.7 

During  fiscal  1987  SPC  opened  branch  offices  in  Stamford  (CT), 
Plano  (TX),  Brampton  (Ontario,  Canada),  and  Middlesex 
(England). 

The  company's  products  are  represented  by  distributors  in  12 
countries  and  are  sold  worldwide. 

• The  England  office  was  opened  to  provide  increased  support  to 
its  European  customers  and  a local  base  from  which  to  increase 
the  company's  international  business. 

• Sales  in  Canada,  Australia,  and  New  Zealand  doubled  during 
fiscal  1987. 

• Most  international  sales  to  date  have  been  from  the  sale  of  U.S. 
versions  of  SPC's  products,  but  localized  versions  of  selected 
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PFS  and/or  Harvard  products  are  also  available  in  the  U.K., 
France,  and  Germany.  In  addition,  the  IBM  Assistant  Series  is 
sold  in  ten  European  languages. 


Computer 
Hardware  and 
Software 


SPC  has  a variety  of  microcomputers  installed  at  its  Mountain 
View  headquarters  for  product  development,  customer  support, 
and  internal  use,  including  IBM  PS/2s,  PC/ATs,  and  Compaq 
286s. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  JANUARY  1985 


SOFTWARE  PUBLISHING  CORPORATION 

1901  Landings  Drive 
Mountain  View,  CA  94043 
(415)  962-8910 


Fred  M.  Gibbons,  President 
Public  Corporation 
Total  Employees:  176 
Total  Revenue,  Fiscal  Year  End 
9/30/85:  $37,181,000 


SOFTWARE  PUBLISHING  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


— --^^FISCAL  YEAR 
ITEM 

9/85 

9/84 

9/83 

9/82 

9/81 

Revenue 

$37,181 

$26,21 1 

$ 10,181 

$ 4,048 

$ 732 

. Percent  increase 

from  previous  year 

42% 

157% 

152% 

453% 

- 

Income  before  taxes 

$ 10,888 

$ 7,161 

$ 2,372 

$ 1,1  10 

$ 147 

. Percent  increase 

from  previous  year 

52% 

202% 

1 14% 

655% 

- 

Net  income 

$ 5,843 

$ 3,967 

$ 1,224 

$ 627 

$ 96 

. Percent  increase 

from  previous  year 

47% 

224% 

95% 

553% 

- 

Earnings  per  share 

$ 0.83 

$ 0.70 

$ 0.23 

$ 0.13 

$0.04 

. Percent  increase 

from  previous  year 

19% 

204% 

77% 

225% 

— 

• In  August  1985  Software  Publishing  Corporation  (SPC)  acquired  by  merger  all 
of  the  outstanding  shares  of  Harvard  Software,  Inc.  (HS1)  of  Littleton  (MA)  for 
399,973  shares  of  SPC  common  stock.  The  above  financials  have  been 
restated  to  reflect  the  acquisition,  which  was  accounted  for  as  a pooling  of 
interests.  The  HSI  operations  have  been  relocated  to  Mountain  View  (CA). 

HSI,  founded  in  1 983,  developed  the  Harvard  Project  Manager  and 
Harvard  Total  Project  Manager  products  for  personal  computers.  The 
separate  and  unaudited  revenue  and  net  income  for  HSI  for  the  nine 
months  ended  June  30,  1985,  included  in  SPC's  fiscal  1985  consolidated 
financial  statements,  were  $3,514,000  and  $627,000,  respectively. 

• In  September  1985  SPC  sold  the  operating  assets,  product  licenses,  distribu- 
tion rights,  and  trademark  rights  of  its  Power  Up!  published  software  division 
for  a net  gain  of  $315,000.  The  division  was  sold  to  Channelmark  Corporation, 
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a new  company  formed  to  continue  and  expand  the  product  offerings.  SPC 
retains  a 10%  interest  in  Channelmark. 

SOURCE  OF  REVENUE 

• One  hundred  percent  of  SPC's  revenue  was  derived  from  the  sale  of  micro- 
computer application  software  to  independent  distributors,  retail  outlets,  and 
OEMs. 
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COMPANY  HIGHLIGHT 


SOFTWARE  PUBLISHING  CORPORATION  Fred  M.  Gibbons,  President 
1901  Landings  Drive  Public  Corporation 

Mountain  View,  CA  94043  Total  Employees:  130 

(415)  962-8910  Total  Revenue,  Fiscal  Year  End 

9/30/84:  $23,464,000 


THE  COMPANY 

• Software  Publishing  Corporation  was  founded  in  1980  by  former  Hewlett- 
Packard  employees  Fred  Gibbons,  Janelle  Bedke,  and  John  Page.  The 
company  designs,  develops,  and  markets  application  software  packages  for 
personal  computers.  The  products  are  designed  to  be  productivity  tools  for 
first-time  computer  users.  The  typical  user  is  a businessperson  in  a small 
company. 

• On  November  15,  1984,  Software  Publishing  made  an  initial  public  offering  of 
1.6  million  shares  of  common  stock.  Net  proceeds  of  approximately  $10 
million  will  be  used  for  purchase  of  capital  equipment,  leasehold  improve- 
ments, expansion  of  retail  distribution,  and  product  development. 

• The  company  was  initially  financed  with  two  rounds  of  venture  capital.  The 
financial  backers  include:  Portola  Venture  Fund,  L.  F.  Rothschild,  Unterberg 
and  Towbin,  New  Enterprise  Associates,  Crown  Associates,  and  several 
private  investors. 

• Fiscal  1984  revenue  reached  $23.4  million,  a 132%  increase  over  revenue  of 
$10.1  million  for  1983.  A four-year  financial  summary  follows: 
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SOFTWARE  PUBLISHING  CORPORATION 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


The  company  attributes  its  rapid  growth  to  a large  increase  in  the 
number  of  personal  computers,  the  ease  of  use  of  its  software  products, 
the  use  of  a brand  name  marketing  strategy,  the  introduction  of  new 
products,  and  the  adaptation  of  the  pfs:  software  to  new  personal 
computers,  principally  the  IBM  PC  and  the  Macintosh. 

• Research  and  development  expenditures  were  approximately  $3  million  (13% 
of  revenue)  in  fiscal  1984,  $1.3  million  (13%  of  revenue)  in  fiscal  1983,  and 
$558,000  (14%  of  revenue)  in  fiscal  1982. 

• In  September  1983  Software  Publishing  had  79  employees.  As  of  September 
1984  the  company  had  130  employees,  segmented  as  follows: 


Marketing/sales/support 

40 

Research  and  development 

57 

Production 

15 

Finance  and  administration 

_I8 

130 

• Major  competitors  include  software  vendors  Microsoft,  MicroPro,  Lotus 
Development  Corporation,  and  Ashton-Tate,  as  well  as  hardware  vendors 
Apple  and  IBM. 
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KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Software  Publishing's  fiscal  1984  revenue  was  derived 
from  the  sale  of  personal  computer  application  software  packages. 

• Software  Publishing  currently  offers  a family  of  seven  internally  developed 
application  software  packages  for  personal  computers,  all  sold  under  the 
pfs:®  brand  name.  The  products  are  integrated  in  a modular  fashion:  even 
though  the  programs  can  be  used  as  standalone  products,  they  share  files  and 
employ  a common  command  structure.  The  pfs:  packages  are  sold  individually 
at  suggested  retail  prices  generally  ranging  from  $100  to  $150.  The  company 
develops  their  products  to  run  on  the  Apple,  IBM,  and  IBM-compatible  per- 
sonal computers.  The  company's  current  products  include: 

pfs:  FILE,  introduced  in  September  1980,  is  a filing  system  which 
allows  the  user  to  record,  file,  retrieve,  and  summarize  information. 
As  of  September  30,  1984,  there  were  360,000  packages  installed 
worldwide. 

pfs:  REPORT,  introduced  in  May  1981,  sorts,  calculates,  formats,  and 
prints  presentation-quality  reports  from  the  information  in  files 
created  with  pfs:  FILE.  As  of  $eptember  30,  1984,  there  were  223,000 
packages  installed  worldwide. 

pfs:  GRAPH,  introduced  in  May  1982,  produces  presentation  quality 
bar,  line,  or  pie  charts.  Data  can  be  drawn  from  pfs:  FILE,  VisiCalc 
files,  or  entered  with  the  keyboard.  As  of  September  30,  1984,  there 
were  70,700  packages  installed  worldwide. 

pfs:  WRITE,  introduced  in  June  1983,  is  a word  processing  package.  As 
of  September  30,  1984,  there  were  101,900  packages  installed  world- 
wide. 

pfs:  PROOF,  introduced  in  May  1984,  is  a companion  package  to  pfs: 
WRITE  that  serves  as  a spelling  checker.  The  package  includes  a 
100,000  word  dictionary.  As  of  September  30,  1984,  there  were  5,800 
packages  installed  worldwide. 

pfs:  ACCESS,  introduced  in  May  1984,  is  a communications  package 
that  allows  a personal  computer  to  access  public  data  base  services  and 
electronic  mail  systems.  As  of  September  30,  1984,  there  were  4,900 
packages  installed  worldwide. 

pfs:  PLAN,  introduced  in  September  1984,  is  a spreadsheet  program. 
As  of  September  30,  1984,  there  were  5,500  packages  installed  world- 
wide. 
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• Software  Publishing's  revenue  breakdown  for  fiscal  1984,  by  product,  is  as 
follows: 


pfs:  FILE 

35% 

pfs:  REPORT 

23 

pfs:  WRITE 

21 

pfs:  GRAPH 

8 

Other 

_I3 

100% 

• During  fiscal  1983  and  fiscal  1984,  Software  Publishing  entered  into  license 
agreements  with  IBM  under  which  IBM  is  licensed  to  produce  and  sell  IBM 
proprietary  versions  of  pfs:  FILE,  pfs:  REPORT,  pfs:  WRITE,  pfs:  GRAPH,  and 
pfs:  PLAN.  These  products  are  available  under  the  IBM  "Assistant  Series" 
brand  name  through  IBM's  retail,  direct,  and  international  distribution 
channels. 

The  Assistant  Series  differs  from  the  pfs:  packages  by  conforming  to 
IBM  user  interface  standards,  taking  better  advantage  of  IBM  peri- 
pherals, and  offering  some  additional  features. 

Royalty  payments  from  IBM  accounted  for  approximately  I 1%  and  6% 
of  Software  Publishing's  fiscal  1983  and  1 984  revenue,  respectively. 

• The  company  supports  its  dealers  and  end  users  with  a telephone  inquiry 
service  during  business  hours.  Sales  training  and  seminar  materials  are  also 
provided  to  its  dealers,  representatives,  and  distributors. 

• During  1984  Software  Publishing  introduced  Power  UP!,  a second  line  of 
software  products,  which  are  marketed  through  a mail  order  catalog.  The 
products,  developed  by  independent  authors,  include  software  for  business 
productivity,  self  improvement,  education,  and  child  development.  Power  Up! 
products,  generally  priced  between  $40  and  $100,  accounted  for  4%  of  1984 
revenue. 

• The  company's  corporate  strategy  is  to: 

Make  its  programs  easy  for  the  computer  novice  to  learn  and  use. 

Sell  relatively  inexpensive  single  purpose  programs  instead  of  costly 
integrated  software. 

Develop  programs  in-house. 

Build  brand  loyalty  among  satisfied  users  and  dealers,  paving  the  way 
for  future  products. 

• Software  Publishing's  future  expansion  plans  include  developing  a new  line  of 
products  to  build  on  the  pfs:  series  of  software.  One  possibility  is  to  bring  out 
a line  for  experienced  users. 
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INDUSTRY  MARKETS 

• The  company  sells  its  pfs:  family  of  software  through  retail  dealers,  distrib- 
utors, and  OEMs. 

Dealers  sell  through  approximately  3,500  retail  computer  stores, 
including  Computerland,  Businessland,  Sears  Business  Systems  Centers, 
and  ComputerCraft.  Sales  to  these  dealers  are  made  through  18  inde- 
pendent sales  representative  organizations  and  8 distributors. 

Software  Publishing's  principal  distributors,  Softsel  and  Micro  D, 
accounted  for  15%  and  I 1%,  respectively,  of  total  fiscal  1984  revenue. 

Software  Publishing  markets  their  pfs:  series  to  a number  of  personal 
computer  manufacturers,  including  Panasonic,  Tandy,  Hewlett- 
Packard,  and  Digital  Equipment  Corporation. 

The  breakdown  of  fiscal  1984  revenue  by  distribution  channel  is  as 
follows: 


Retail  dealers 

80% 

International 

6 

OEM 

10 

Mail  order 

_4 

100% 

• In  October  1984  the  company  announced  a marketing  agreement  with  Schol- 
astic Software  (a  division  of  Scholastic,  Inc.)  whereby  Scholastic  would  market 
versions  of  pfs:  FILE,  pfs:  REPORT,  and  pfs:  WRITE  to  educational  institu- 
tions. Along  with  distributing  the  products,  Scholastic  will  add  supplementary 
educational  materials  to  the  packages. 

GEOGRAPHIC  MARKETS 

• The  breakdown  of  Software  Publishing's  fiscal  1984  worldwide  revenue  is  as 
follows: 

U.S.  94% 

International  6> 

100% 

• International  sales  are  made  exclusively  through  25  independent  distributors. 

All  international  sales  to  date  have  been  from  the  sale  of  English 
language  versions  of  pfs:  packages. 

The  company's  products  are  in  the  process  of  being  translated  into  a 
number  of  languages  including  French,  German,  Swedish,  Italian,  and 
British  English. 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• Software  Publishing  has  a variety  of  personal  computers  installed  at  its  Moun- 
tain View  headquarters  for  product  development,  customer  support,  and 
internal  use,  including  IBM  PCs,  PC  ATs,  Apple  I Is,  lies,  lies,  Ills,  and 
Macintoshs,  Tl  Professional  Computers,  TRS-80  Ills,  and  Radio  Shack  1 000s. 
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SOFTWARE  PUBLISHING  CORPORATION 

1 901  Landings  Drive 
Mountain  View,  CA  94043 
(415)  962-8910 


Fred  M.  Gibbons,  President 
Private  Corporation 
Total  Employees:  39 
Total  Revenue,  Fiscal  Year  End 
9/30/82:  $4,000,000 


THE  COMPANY 

• Software  Publishing  Corporation  was  founded  in  1980  by  former  Hewlett- 
Packard  employees  Fred  Gibbons,  Janelle  Bedke,  and  John  Page.  The  com- 
pany develops  and  markets  information  management  software  for  personal 
computers. 

• Fiscal  1982  revenue  reached  $4  million,  a 471%  increase  over  revenue  of 
$700,000  for  1981,  the  company's  first  fiscal  year. 

Management  estimates  fiscal  1983  revenue  will  reach  $9  million.  First 
quarter  results  for  1983  indicate  Software  Publishing  is  130%  on  target 
for  their  revenue  projections. 

The  company  attributes  its  rapid  growth  to  the  proliferation  of  the 
personal  computer,  the  ease  of  use  of  its  software  products,  and  the 
applicability  of  its  products  to  a wide  range  of  users. 

• Software  Publishing  is  financed  by  individual  investors  and  the  Portola 
Venture  Fund. 

In  May  1982  additional  funding  was  secured  from  L.  F.  Rothschild, 
Unterberg  and  Towbin,  New  Enterprises  Associates,  Crown  Associates, 
and  many  of  the  first-round  investors. 

• In  September  1982  Software  Publishing  had  39  employees.  As  of  February 
1983  the  company  had  54  employees,  segmented  as  follows: 


Marketing/sales/support 

25 

Research  and  development 

19 

General  and  administrative 

JO 

54 

• Major  competitors  include  VisiCorp  and  MicroPro  International  Corporation. 
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KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Software  Publishing's  fiscal  1982  revenue  was  derived 
from  software  product  sales. 

• Software  Publishing  currently  offers  three  information  management  software 
products  for  personal  computers  in  its  PFS  Family  of  Software. 

PFS:FILE,  introduced  in  September  1980,  is  a filing  system  which 
allows  the  user  to  record,  file,  retrieve,  and  summarize  information. 
There  are  currently  over  100,000  installations  of  PFS:FILE  worldwide. 

PFS:REPORT,  introduced  in  June  1981,  sorts,  calculates,  formats,  and 
prints  presentation-quality  reports  from  the  information  in  files 
created  with  PFStFILE.  There  are  over  25,000  packages  installed. 

PFS:GRAPH,  introduced  in  May  1982,  produces  presentation  quality 
bar,  line,  or  pie  charts.  Data  can  be  drawn  from  PFS:FILE,  VisiCalc® 
files,  or  entered  with  the  keyboard.  There  are  currently  over  5,000 
installations  of  PFS:GRAPH. 

• All  three  products  run  on  Apple  II,  lie,  and  III,  and  IBM  and  equivalent  personal 
computers.  PFS:FILE  and  PFS:REPORT  also  are  available  for  the  Texas 
Instruments  (Tl)  Professional  Computer  and  the  TRS-80  III.  The  products  are 
priced  as  follows: 

PFS:FILE:  Apple  II  and  lie  versions,  $125;  Apple  III  version,  $175;  IBM 
and  Tl  versions,  $140.  TRS  pricing  available  from  retail  vendor. 

PFS:REPORT:  Apple,  IBM,  and  Tl  versions,  $125.  TRS  pricing  avail- 
able from  retail  vendor. 

PFS:GRAPH:  Apple  II  and  lie  versions,  $125;  Apple  III  version,  $175; 
IBM  version,  $140. 

• Software  Publishing  sells  its  products  through  approximately  1,500  dealers, 
including  250  Computerland  stores. 

• The  company  supports  its  dealers  with  a telephone  inquiry  service  during 
business  hours. 

• Software  Publishing  is  developing  additional  information  management 
products  and  plans  to  introduce  a word  processing  software  package  in  April 
1983.  During  calendar  1983  the  company  will  also  expand  the  hardware  avail- 
ability of  its  software  products  to  other  major  personal  computers. 

INDUSTRY  MARKETS 

• Software  Publishing  Corporation  sells  its  products  through  dealers  who  are 
supplied  both  directly  by  the  company  and  by  distributors.  Its  dealers  are 
typically  retail  stores  that  also  sell  personal  computers. 
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• PFS:FILE  and  PFStREPORT  versions  for  IBM  are  currently  also  being  manu- 
factured and  distributed  by  IBM. 

GEOGRAPHIC  MARKETS 

• Approximately  90%  of  fiscal  1982  revenue  was  derived  from  the  U.S.  and  10% 
from  international  sources. 

• The  company's  products  have  been  translated  into  a variety  of  languages 
including  French,  Japanese,  and  Swedish. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Software  Publishing  has  a variety  of  personal  computers  installed  at  its 
Mountain  View  headquarters  for  product  development,  customer  support,  and 
internal  use,  including  IBM  PCs,  Apple  II,  lie,  and  Ills,  Tl  Professional  Com- 
puters, and  TRS-80  Ills. 
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COMPANY  BRIEF 


Cross  Industry:  Systems  Software 


Software  Research 

625  Third  Street 
4th  Floor 

San  Francisco,  CA  94107-1997 

CEO:  Dr.  Edward  F.  Miller,  Jr.,  President 
Founded:  1977 
Private  Company 

Employees:  20  ( I I /86) 

Revenue  (F YE  3/1 /87):  $1.5  million* 


The  Company:  Software  Research  markets  software  testing  tools  and  performs 
independent  software  testing  and  software  engineering  services 

Sources  of  Revenue: 

Systems  Software  (60%) 

- Professional  Services  (40%) 

Key  Products  and  Services: 

System  Software  Products  (Utilizes  UNIX,  PC-DOS,  VAX  VMS) 

• TCATT  M' , a test  coverage  analysis  tool 

• STCATTM',  a systems  test  coverage  analysis  tool 

• CATBAKT  M- , a capture  and  playback,  test  data,  and  retrieval  system 

• TDGENT  M’ , a test  data  generator 

Professional  Services 

• Software  development 

• Independent  software  testing 

• Education  and  training,  including  seminars  in  quality  assurance 

Target  Industries: 

Engineering  and  scientific  (cross  industry)  (50%) 

Manufacturing  (20%) 

- Medical  (20%) 

Government  (10%) 

Geographic  Markets: 

- U.S.  (75%) 

Canada  ( 1 0%) 

Europe  (15%) 


*INPUT  estimate 


December  1 986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


Other: 

- Hardware  installed  at  Software  Research  includes: 

• I ONYX,  UNIX 

• I NCR  Tower  32,  UNIX 

• I ITT  PC,  DOS 

• 5 IBM  PC,  XT,  ATs,  DOS/XENIX 
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COMPANY  PROFILE 


SOFTWARE  SERVICES  OF 
AMERICA,  INC. 

Jefferson  Office  Park 
790  Turnpike  Street 
North  Andover,  MA  01845 
(617)  681-0802 


Bertram  R.  Hickman,  Jr.,  President 
Public  Corporation,  OTC  and  BSE 
Total  Employees:  19 
Total  Revenue,  Fiscal  Year  End 
5/31/87:  $4,225,076 


The  Company 


Software  Services  of  America,  Inc.  provides  on-line  transaction 
processing  software  products  under  the  tradename  RBDS  (Retail 
Banking  Delivery  System)  to  banks  and  other  financial  institutions. 
The  products  run  on  IBM  mainframes  or  IBM  4700  Financial 
Terminal  Systems. 

• From  its  inception  through  October  1982,  the  company's 
operations  were  devoted  principally  to  developing  its 
standardized  products  for  electronic  banking.  As  part  of  this 
development  and  to  generate  operating  funds,  the  company 
marketed  customized  electronic  banking  application  software  to 
commercial  banks,  which  incorporated  components  of  its  RBDS 
software  products  to  the  extent  then  developed.  Certain 
features  of  the  customized  software  have  been  integrated  into 
the  RBDS  product  line. 

• Software  Services  markets  its  RBDS  products  separately  or  as 
part  of  a complete  system  with  IBM's  4700  Financial  Terminal 
Systems  equipment.  The  company  is  an  authorized  Value 
Added  Remarketer  and  Systems  Integrator  for  IBM. 

Fiscal  1987  revenue  reached  $4.2  million,  a 54%  increase  over 
fiscal  1986  revenue  of  $2.7  million.  The  company  achieved  net 
income  of  $640,439  in  fiscal  1987,  compared  to  net  losses  of 
$569,170  in  fiscal  1986.  A five-year  financial  summary  follows: 
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SOFTWARE  SERVICES  OF  AMERICA,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/87 

5/86 

5/85 

5/84 

5/83 

Revenue 

• Percent  increase 

$4,225 

$2,740 

$2,434 

$581 

$815 

(decrease)  from 
previous  year 

54% 

13% 

319% 

(29%) 

N/A 

Income  (loss)  before 
taxes 

• Percent  increase 

$711 

$(569) 

$(248) 

$(1,078) 

$(182) 

(decrease)  from 
previous  year 

225% 

(130%) 

77% 

(492%) 

N/A 

Net  income  (loss) 

• Percent  increase 

$640 

(a) 

$(569) 

(b) 

$(248) 

$(1,078) 

$(182) 

(decrease)  from 

previous  year 

213% 

(130%) 

77% 

(492%) 

N/A 

Earnings  (loss) 
per  share 

• Percent  increase 

$0.30 

$(0.30) 

$(0.13) 

$(0.64) 

$(0.15) 

(decrease)  from 
previous  year 

200% 

(131%) 

80% 

(327%) 

N/A 

(a)  Includes  an  extraordinary  credit  of  $278, 000  from  utilization  of  net  operating  loss  carryforwards. 

(b)  Includes  a $343,000  write-off  against  receivables  resulting  from  a dispute  with  a customer. 


In  the  last  three  fiscal  years  Software  Services  has  expanded  and 
standardized  its  RBDS  software  product  line  and  has  also  been 
able  to  expand  its  marketing  efforts  to  a greater  number  of 
financial  institutions. 

• Since  fiscal  1985  the  company  has  sold  IBM  4700  Financial 
Terminal  Systems  equipment,  first  under  a Financial  Systems 
Remarketer  (FSR)  Agreement  with  IBM  and  thereafter  under 
a Value  Added  Remarketer  (VAR)  Agreement  with  IBM. 

- During  fiscal  1985  Software  Services  became  an  authorized 
IBM  FSR.  That  year  the  company  recognized  gross  revenues 
of  $903,000  under  its  FSR  program,  but  did  not  realize  a 
significant  profit  margin. 

- In  August  1985,  IBM  replaced  its  FSR  program  with  a VAR 
program  for  sales  to  the  finance  industry.  The  new 
agreement  provided  for  higher  margins,  improved 
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promotional  support,  and  new  guidelines  to  minimize 
competition  with  IBM's  own  direct  sales  force.  Software 
Services  recognized  gross  revenues  of  $1.7  million  and  $2.4 
million  and  gross  margins  of  $109,996  and  $343,292  for  fiscal 
1986  and  1987,  respectively,  under  the  VAR  program. 

- During  fiscal  1987,  the  company  became  an  approved 

Systems  Integrator  for  IBM.  Software  Services'  products  and 
services  may  be  provided  either  directly  by  IBM  to  the  end- 
user  as  a part  of  a total  systems  package  or  by  the  company 
together  with  equipment  provided  by  IBM  (or  other  IBM 
approved  sources). 

• A three-year  summary  of  source  of  revenue  follows: 

SOFTWARE  SERVICES  OF  AMERICA,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

5/87 

5/86 

5/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  products  and 
maintenance  fees 

$1,815 

43% 

$1,019 

37% 

$1,531 

63% 

Computer  hardware  sales 

2,410 

57% 

1,721 

63% 

903 

37% 

TOTAL 

$4,225 

100% 

$2,740 

100% 

$2,434 

100% 

• Software  sales  and  maintenance  fees  increased  78%  in  fiscal 
1987  and  decreased  33%  in  fiscal  1986. 

- The  decrease  in  fiscal  1986  was  the  result  of  delays  in  the 
signing  of  license  agreements  in  the  last  half  of  fiscal  1986, 
reflecting  the  general  extension  of  the  normal  selling  cycle. 

- The  increase  in  fiscal  1987  was  attributed  to  increased  sales, 
including  certain  sales  that  were  delayed  at  the  end  of  fiscal 
1986,  reflecting  greater  acceptance  of  the  company's 
products  in  the  commercial  bank  market. 

• Hardware  sales  increased  40%  in  fiscal  1987  and  91%  in  fiscal 
1986.  These  increases  were  attributed  to  sales  as  a VAR  for 
IBM. 
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Key  Products  and 
Services 


Software  development  expenditures  were  $592,218  (14%  of 
revenue)  in  fiscal  1987,  $443,631  (16%  of  revenue)  in  fiscal  1986, 
and  $611,618  (25%  of  revenue)  in  fiscal  1985. 

Revenue  for  the  six  months  ending  November  30,  1987  reached 
$4.2  million,  a 237%  increase  over  the  same  period  in  1986.  Net 
income  was  $300,494,  compared  to  $435,277  for  the  same  period  a 
year  ago. 

• Revenue  increases  were  attributed  to  greater  hardware  sales. 

• At  November  30,  1987  Software  Services  had  committed 
revenues  under  contract  from  various  customers  to  purchase 
$3.7  million  of  hardware  and  software.  The  related  cost  to  the 
company  of  these  products  is  approximately  $3.4  million, 
yeilding  an  estimated  net  profit  in  excess  of  $300,000.  These 
revenues  and  net  profits  are  expected  to  be  realized  during  the 
third  and  fourth  quarters  of  fiscal  1988. 


Approximately  43%  of  Software  Services'  fiscal  1987  revenue  was 
derived  from  application  software  products  and  associated 
maintenance  fees.  The  remaining  57%  of  revenue  was  derived 
from  hardware  sales. 

Software  Services'  target  market  for  its  software  products  is 
medium-  to  large-scale  financial  institutions  and  service  bureaus 
that  have  IBM  mainframes  installed. 

• According  to  Software  Services,  this  market  includes  2,500  of 
the  largest  commercial  banks  and  thrift  institutions  and 
approximately  200  service  bureaus  that  provide  information 
services  to  over  30,000  small-  to  medium-size  financial 
institutions  that  do  not  have  their  own  mainframes. 

• The  company  has  licensed  114  products  with  56  financial 
institutions.  Clients  include  14  of  the  100  largest  U.S.  financial 
institutions. 

Software  Services  has  developed  and  markets  four  branch 
processor  application  products  for  the  IBM  4700  Financial 
Terminal  System  (RBDS-4700)  and  five  application  products  for 
IBM  mainframes  (RBDS-HOST).  Together  these  products  form 
an  integrated  electronic  banking  system  supporting  both  branch 
automation  and  electronic  banking  services.  Each  RBDS  product 
can  function  alone  or  as  part  of  an  integrated  system. 
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• RBDS-4700  consists  of  four  branch  processor  application 
products  which  can  be  purchased  separately  or  installed  all  at 
once.  The  company  currently  has  74  branch  processor 
application  systems  license  agreements. 

- RBDS-4700  ADMIN,  introduced  in  1985,  is  an  adminstrative 
system  that  supports  sales  and  customer  service  functions. 
The  product  allows  bank  personnel,  while  sitting  at  their 
desks,  to  retrieve  customer  account  information;  analyze  a 
customer's  complete  banking  relationship  and  profitability; 
compare  alternative  investment  programs  and  products; 
quote  the  latest  interest  and  exchange  rates;  demonstrate 
product  benefits  using  financial  calculations,  open  new 
accounts;  prepare  and  print  new  account  and  loan 
documents;  track  closing  rates,  measure  cross-sell 
productivity  and  analyze  branch  use;  and  perform  monetary 
transactions  while  maintaining  cash  management  controls. 

- RBDS-4700  PASSTHRU  is  a terminal  interface  that  allows 
banks  to  use  existing  mainframe  3270  applications  via  4700 
terminals. 

- RBDS-4700  TELLER  is  a menu-driven  system  that  supports 
a range  of  financial  transactions,  including  full  cash  control 
and  financial  management  reporting  facilities. 

- RBDS-4700  ATM/PBM  permits  banks  with  large 
communications  networks  to  share  communications  lines 
with  other  remote  applications,  such  as  TELLER  and 
ADMIN,  in  order  to  reduce  communications  costs.  The 
products  also  allow  banks  to  handle  ATM/PBM  transactions 
24  hours  a day,  without  requiring  the  institution's 
mainframes  and  data  center  to  be  open  at  all  times. 

- In  October  1987  Software  Services  released  RBDS-PC 
Connection,  a system  for  IBM  PCs  with  special  extensions  to 
support  the  integration  of  microcomputer  applications  with 
the  IBM  4700  Finance  Communications  System  and 
mainframe  computers.  The  system  also  incorporates  an 
office  automation  desktop  with  word  processing, 
spreadsheet,  phone  book,  note  card,  calculator,  and  an 
appointment  calendar. 

• RBDS-HOST  transaction  processing  systems  support  RBDS- 
4700,  other  branch  automation  systems,  and  directly  attached 
electronic  transfer  terminals,  including  ATMs,  PBMs,  point-of- 
sale  (POS),  and  regional/national  credit  and  debit  card 
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networks.  The  company  currently  has  40  mainframe  product 

license  agreements. 

- RBDS-CIF  retrieves,  summarizes,  and  displays  customer 
profiles  and  account  information.  The  system  identifies  and 
integrates  all  the  accounts  and  relationships  between  a bank 
and  its  customer. 

- RBDS-PRISM  provides  on-line  delivery  of  product 
information.  This  application  also  provides  information  on 
interest  rates,  minimum  balances,  safe  deposit  box 
availability  and  fees. 

- RBDS-TELLER  allows  tellers  to  communicate  directly  with 
the  mainframe  and  can  interface  with  the  RBDS-4700 
branch  processor  application  product  via  IBM  4700  or  other 
manned  teller  terminals. 

• Account  information  is  retrieved  from  the  institution's 
data  bases,  authorized,  journaled,  and  transmitted  to  the 
tellers  with  notification  of  any  exceptions. 

• Customer  information  from  the  data  base  is 
automatically  provided  to  tellers.  Reporting  facilities 
enable  operations  and  branch  administration  personnel 
to  analyze  the  performance  and  profitability  of  each 
teller  and  branch. 

• Using  the  transaction  data  base  provided  by  RBDS- 
TELLER,  the  institution  can  determine  traffic  patterns, 
reduce  labor  costs  through  improved  teller  scheduling, 
and  monitor  the  effect  of  marketing  programs. 

- RBDS-ATM  supports  ATM  transactions,  including  deposits, 
withdrawals,  payments,  and  inquiries.  The  system  provides 
reporting  and  monitoring  of  transactions,  and  also  handles 
credit  card  issuance  and  maintenance  programs.  Using 
RBDS-ATM,  a bank  can  connect  to  multiple  regional  and 
national  ATM  and  POD  networks. 

- RBDS-4730  supports  IBM's  latest  self-service  banking 
product,  the  4370  PBM. 

Software  Services  licenses  its  software  products  under  non- 
exclusive 99-year  license  agreements.  The  license  fees  for  the 
company's  RBDS  product  line  range  from  $10,000  to  $500,000, 
depending  on  the  products  and  options  selected. 
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Industry  Markets 


Support  services  provided  by  Software  Services  include  software 
enhancements,  documentation  updates,  and  technical  support. 

• During  an  initial  six-month  warranty  period  support  services  are 
provided  without  an  additional  charge.  Thereafter,  support 
services  are  available  for  a minimum  annual  payment  equal  to 
15%  of  the  then  current  price  of  the  software  products  licensed. 

• The  company  also  offers  various  professional  services,  including 
project  planning,  software  installation,  user  training,  operations 
consulting,  and  custom  program  modifications. 

New  products  under  development  include  the  following: 

• Optional  modules  (separately  priced)  for  RBDS-4700  will 
include: 

- RBDS-4700  ATM/PBM,  which  now  supports  IBM  4730 
Personal  Banking  Machines,  will  support  IBM  3264  and 
Diebold  910  machines. 

- RBDS-4700  ADMIN  is  being  expanded  to  include 
Installment  Loan  and  Auto  Leasing  modules. 

- RBDS-4700  TELLER  is  being  enhanced  to  include 
International  Banking  and  Foreign  Exchange  Modules. 

• RBDS-CAAT  offers  non-monetary  self-service  transactions 
using  magnetic  strip  and  PIN  customer  identification  for 
account-related  administrative  transactions  and  a "slide  show" 
product  presentation  facility. 


Software  Services'  target  markets  for  its  products  include  medium- 
to  large-  scale  financial  institutions  and  service  bureaus  that 
provide  processing  to  smaller  financial  institutions. 

Clients  include  Bank  of  New  York,  Broadview  Savings 
(Cleveland),  Core  States  Financial  (Philadephia  National  Bank), 
Dollar  Dry  Dock  FSB  (New  York),  Equitable  Bank  (Baltimore), 
First  National  Bank  of  Chicago,  Meridian  Bank  Corporation  of 
Pennsylvania,  National  Westminster  U.S.A.  (New  York),  First 
National  Bank  of  Southern  Ohio,  Southern  National  Bank  (North 
Carolina),  and  U.S.  Trust  (Boston). 
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Geographic 

Markets 


Computer 
Hardware  and 
Software 


One  hundred  percent  of  Software  Services'  revenue  is  derived 
from  the  U.S. 

The  company  has  one  office  in  North  Andover  (MA). 


Software  Services  has  the  following  computers  installed  at  its 
headquarters: 


- 1 IBM  4331. 

- 1 IBM  4341. 

- IBM  4700  branch  processors  and  terminals. 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Banking  and  Finance 


Software  Services  of  America,  Inc. 

P.0.  Box  254 
370  Essex  Street 
Lawrence,  MA  01842 
(617)  681-0802 

CEO:  Bertram  R.  Hickman,  Jr.,  President 
Public  Company,  OTC 
Founded:  1979 

Employees:  16(12/86) 

Revenue  (FYE  5/3 1 /86):  $2,800,000 
- Net  Losses  (FYE  5/3 1 /86):  $560,000 

Revenue  for  the  three  months  ending  August  31,  1986  was  $1.9  million,  a 737% 
increase  over  $227,760  for  the  same  period  a year  ago.  Net  income  was  $374,846, 
compared  to  a net  loss  of  $171,01  I for  the  same  period  in  1985. 


The  Company:  Software  Services  of  America  is  a developer  of  electronic  banking 
software  for  financial  institutions  using  IBM  mainframes  and  finan- 
cial terminal  systems  to  support  branch  automation  and  retail 
electronic  funds  transfer  systems 

Sources  of  Revenue: 

Hardware  Sales  (63%) 

Application  Software  (37%) 

Key  Products: 

Application  Software  Products  (Utilizes  IBM's  largest  mainframes  and  IBM  4700 
series  banking  processors) 

• Retail  Banking  Delivery  System  (RBDS)  provides  a set  of  transactions  to 
automate  a financial  institution's  retail  branch  network.  RBDS  is  composed  of 
three  application  modules — ADMIN,  TELLER,  and  ATM  which  can  be 
purchased  separately  or  as  an  integrated  system. 

Target  Industries: 

Banking  and  finance  (100%) 

Current  customers  include  The  Bank  of  New  York,  Philadelphia  National  Bank, 
and  the  New  York  branch  of  National  Westminister  Bank  PLC 
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Geographic  Markets: 

U.S.  and  Non-U. S. 

- The  CAP  GROUP  LTD.,  London,  has  acquired  distribution  rights  for  the  RBDS 
product  line  in  the  United  Kingdom,  Ireland,  Holland,  Belqium,  Luxemburq,  and 
the  Far  East 

Significant  Events: 

- In  September  1986,  Software  Services  of  America  became  the  first  vendor  chosen 
by  IBM  as  an  IBM  subcontractor.  The  arrangement  will  allow  customers  to 
purchase  Software  Services'  programs,  implementation  services,  and  support 
directly  from  IBM. 
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COMPANY  HIGHLIGHT 


SORCIM  CORPORATION 

23 1 0 Lundy  Avenue 
San  Jose,  CA  95131 
(408)  942-1727 


Richard  Frank,  Chairman 
James  Pelkey,  President 
Private  Corporation 
Total  Employees:  85 
Total  Revenue,  Fiscal  Year  End 
6/30/83:  $11,000,000* 


THE  COMPANY 

• Sorcim  Corporation  was  originally  founded  in  1977  by  Richard  Frank,  Paul 
McQueston,  Martin  Herbach,  and  Anil  Lackawhara  as  a partnership  providing 
software  consulting  services  and  custom  compilers  and  operating  systems. 
The  company  was  incorporated  in  1 980  and  now  markets  microcomputer 
business  applications  software  packages. 

• INPUT  estimates  Sorcim's  fiscal  1983  revenue  at  $1  I million,  a 120%  increase 
over  estimated  revenue  of  $5  million  in  fiscal  1982. 

• Research  and  development  expenses  were  an  estimated  $1.5  million  in  fiscal 
1983  as  compared  to  approximately  $700,000  in  1982,  or  14%  of  revenue  for 
both  years. 

• In  September  1982  Sorcim  acquired,  for  an  undisclosed  amount  of  cash,  all  of 
the  inventory,  licenses,  and  work  in  development  of  Innovative  Software 
Applications  (ISA)  of  Menlo  Park  (CA).  ISA's  principal  products  included 
spelling  and  proofreading  microcomputer  software  packages. 

• As  of  August  1983  Sorcim  had  85  employees  segmented  as  follows: 

Marketing/sales  30 

Software  services/customer 
support  38 

General  and  administrative  J^7 

85 

• Sorcim's  competitors  include  Microsoft,  MicroPro,  Ashton-Tate,  Digital 
Research,  Software  Publishing,  Lotus  Development,  and  VisiCorp. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Sorcim's  fiscal  1983  revenue  was  derived  from  the 
sale  of  microcomputer  software  products. 
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The  products  run  on  a variety  of  microcomputers  under  CP/M,  CP/M- 
86,  Concurrent  CP/M-86,  MS-DOS,  and  PC  DOS. 


The  majority  of  fiscal  1983  revenue  was 
SuperCalc®  and  SuperCalc®^  packages. 


derived 


from  Sorcim's 


SuperCalc,  introduced  in  August  1981,  is  an  entry-level  microcomputer 
spreadsheet  program  originally  developed  for  use  on  the  Osborne  I 
microcomputer.  The  product,  which  retails  for  $195,  now  runs  on 
microcomputers  from  over  100  manufacturers. 

Sorcim  announced  SuperCalc^,  an  enhanced  version  of  SuperCalc,  in 
November  1982.  Initial  shipments  of  the  product,  which  retails  for 
$295,  commenced  in  April  1983. 

. SuperCalc^  incorporates  the  following  new  features: 


Consolidation  of  an  unlimited  number  of  spreadsheets, 
using  simple  commands. 

Date  arithmetic  and  calendar  functions. 

Sorting  of  rows  and  columns  by  numeric  or  alpha  values. 

"Black  boxing"  capabilities  allowing  creation  of  canned 
applications  for  untrained  users. 

Enhanced  formatting  including  floating  dollar  signs, 
scaling,  embedded  commas,  conversion  of  zeros  to  blanks, 
percentages,  variable  decimal  places,  and  hidden  regions. 

Increased  calculation  speed. 

Enhanced  printing  capabilities. 

Arithmetic  functions  including  rounding  and  modulo 
calculations. 

A "quit"  prompt  that  allows  SuperCalc  to  switch  over  to 
compatible  programs,  such  as  Sorcim's  SuperWriter, 
without  going  back  through  the  operating  system  prompt. 

There  are  over  300,000  installations  of  SuperCalc  and  SuperCalc^,  of 
which  over  250,000  are  from  SuperCalc. 

Sorcim  introduced  SuperCalc®  ^ in  September  1983.  The  package  is  an 
advanced  spreadsheet  version  incorporating  integrated  presentation  - quality 
graphics  and  data  management  capabilities. 
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Graphs  include  line,  bar,  and  stacked  bar  graphs;  pie  and  exploding  pie 
charts;  and  X-Y,  high-low,  and  area  graphs. 

. Graphs  can  be  presented  on  a monochrome  screen  or  in  color. 
Eight  font  types  and  99  colors  are  available,  and  up  to  four 
charts  can  be  printed  on  the  same  page. 

Color  display  capabilities  include  the  ability  to  show  negative  numbers 
in  red  and  protected  entries  in  yellow. 

There  are  63  columns  and  254  rows  available  on  the  spreadsheet.  New 
financial  functions  include  internal  rate  of  return,  payments,  and 
future  and  present  values. 

Data  management  capabilities  include  the  ability  to  search  for  and 
extract  data  from  the  spreadsheet  based  on  user-defined  criteria. 


The  system  also  incorporates  text-editing  capabilities  and  an  advanced 
memory  manager. 


Any  existing  SuperCalc  or  SuperCalc^  files  can  be  used  and  VisiCalc 
logic  and  data  files  can  be  converted  for  use  with  SuperCalc  . 


SuperCalc  users  can  upgrade  to  SuperCalc^  for  $125  or  to  SuperCalc^ 
for  $225.  SuperCalc^  users  can  upgrade  to  SuperCalc'3 * 5  for  $125. 


SuperCalc^  runs  under  MS-DOS  and  PC  DOS  on  most  IBM  PC-compat- 
ible microcomputers.  The  package  is  priced  at  $395. 


• In  March  1983  Sorcim  began  shipping  SuperWriter™  , a word  processing 
package  combining  advanced  form  letter  generation,  list  maintenance,  and 
spelling  checker  capabilities.  The  package  allows  for  proportional  spacing, 
cursor  control,  character  replacement,  deletions/insertions,  block  manipula- 
tions, search  functions  for  strings  of  characters,  quick  printing,  pagination, 
underscoring,  boldface  copy,  subscripts  and  superscripts,  variable  pitch 
control,  and  automatic  insertion  of  headers  and  footers. 

SuperWriter  incorporates  Sorcim's  Super  Spell  Guard™  spelling  checker 
package,  a version  of  which  the  company  acquired  with  its  ISA 
purchase  in  September  1982. 


Super  SpellGuard  can  review  up  to  40  pages  in  one  minute. 


The  system's  20,000-word  dictionary  can  be  expanded  by 
merging  with  or  adding  other  dictionaries.  Users  can  custom 
design  multiple  dictionaries  for  specific  purposes. 

The  83,000-word  Random  House  Dictionary  is  available  as  an 
addition  for  a nominal  fee. 
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. Super  SpellGuard  is  also  available  as  a standalone  software 
package  and  is  compatible  with  virtually  all  word  processing 
software  running  under  CP/M,  CP/M-86,  Concurrent  CP/M-86, 
MS-DOS,  and  PC  DOS. 

SuperWriter  retails  for  $295  and  the  standalone  version  of  Super  Spell- 
Guard  retails  for  $195. 

• New  products  planned  for  introduction  by  Sorcim  include  a communications 
package  and  a desk-top  organizer. 

INDUSTRY  MARKETS 

• Sorcim  products  are  marketed  across  industry  sectors. 

In  March  1982  Sorcim  signed  a long-term  agreement  for  the  distribu- 
tion of  its  SuperCalc  packages  through  Hamilton/Avnet's  worldwide 
network. 

The  SuperCalc  line  is  also  sold  through  a variety  of  distributors. 

GEOGRAPHIC  MARKETS 

• INPUT  estimates  that  the  majority  of  Sorcim's  fiscal  1983  revenue  was 
domestic  and  from  5%  to  20%  was  from  international  sources. 

• Branch  sales  offices  are  in  Stanford  (CT),  Dallas,  and  Los  Angeles. 

• International  sales  are  handled  by  distributors  in  most  European  countries. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Sorcim  maintains  a variety  of  microcomputers  at  its  San  Jose  headquarters. 
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SOURCE  TELECOMPUTING 
CORPORATION 


Private  Corporation  (WCAS) 
Total  Employees:  120 
Total  Revenue,  Fiscal  Year  End 
6/30/87:  $14,000,000 


G.  Michael  Sears,  CEO 


1616  Anderson  Road 
McLean,  VA  22102 
(703)  734-7500 


THE  COMPANY 

• Source  Telecomputing  Corporation  (STC)  was  founded  in  1979  to  provide  data 
base  services.  Currently,  STC  provides  an  information  network  service,  THE 
SOURCE,  and  a communications  software  package,  resource. 

In  December  1980,  STC  was  purchased  by  the  Reader's  Digest  Associ- 
ation, and  in  April  1983,  Control  Data  Corporation  invested  in  THE 
SOURCE. 

In  April  1987,  STC  was  acquired  from  the  Reader's  Digest  Association 
by  Welsh,  Carlson,  Anderson,  and  Stowe  (WCAS). 

• Competitors  of  STC  include  CompuServe  and  Dow  Jones  News/Retrieval. 

KEY  PRODUCTS  AND  SERVICES 

• Virtually  all  of  STC's  fiscal  1987  revenue  was  derived  from  processing  services 
(THE  SOURCE).  A small  percentage  was  derived  from  its  software  package, 
resource. 

• THE  SOURCE  is  an  on-line  electronic  service  that  provides  access  to  informa- 
tion data  bases  and  communication  services  for  personal  computer  users  with 
modems. 


There  are  nine  main  product  categories  available  on  THE  SOURCE: 
Today  From  The  Source;  News,  Weather,  and  Sports;  Communication 
Services;  Education,  Shopping,  and  Games;  Business  and  Investing; 
Special  Interest  Groups;  Personal  Computing;  Travel  Services;  and 
Member  Information.  Available  services  in  these  areas  of  THE 
SOURCE  are  as  follows: 

Today  From  The  Source  (TODAY)  is  a summary  of  selected  and 
regularly  updated  top  news  stories. 


Hours'  Top  News  (BULLETIN). 
Business  Update  (BIZDATE). 

Sports  News  and  Scores  (SPORTS). 
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Today's  Features  (FOCUS). 

What's  New  in  Public  (PUBLIC  8). 
What's  New  on  The  Source  (NEW). 


News,  Weather,  and  Sports  (NEWS)  contains  the  following 
services: 


Today  From  The  Source  (TODAY). 

United  Press  International  (UPI). 

Associated  Press  (AP). 

The  Washington  Post  (WPOST). 

Scripps-Howard  News  Service  (SHNS). 

Accu-Weather  (WEATHER). 

United  Media  Features  (BYLINES). 

Financial  Market  Reports  and  News. 

News  Indexed  by  Subject  (NEWSDEX). 

Communications  (COMM)  services  revolve  around  SourceMail 
(MAIL),  an  electronic  mail  service.  Other  communication  appli- 
cations include: 


Bulletin  Boards  (POST). 

Multi-User  Messaging  (CHAT). 

Participate  Conferencing  (PARTI). 

Members  Currently  Online  (ONLINE). 

Mailgram®  Message  Service  (MGRAM). 

File  and  Online  Editing. 

Member  Publishing  (PUBLIC). 

Member  Directory  (MEMBER). 

Education,  Shopping,  and  Games  (HOME)  contains: 

Grolier's  Academic  American  Encyclopedia  (ENC). 
Games  Arcade  (GAMES). 

Games  Bulletin  Board  (POST). 

2000+  Movie  Reviews  (MOVIES). 

Shopping  At  Home  (SHOP). 

Horoscopes,  Soaps,  and  More  (BYLINES). 

Business  and  Investing  (BUSINESS)  services  are  as  follows: 

STC/SSI  Investor  Services  (INVEST). 

Business  Update  (BIZDATE). 

Investment  Data  and  Analysis. 

Financial  Market  Reports  and  News. 

General  Business  Reference. 

Employment  Services  (EMPLOY). 

Business  Bulletin  Board. 

Financial  Services  Index  (BIZDEX). 


2 of  4 

October  I 987 


©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


SOURCE  TELECOMPUTING  CORPORATION 


Special  Interest  Groups  (SIGS)  offer  a popular  on-line  meeting 
place  for  members  sharing  common  interests. 

. Personal  Computing  (PC)  contains  the  following: 

Microsearch  (MICROSEARCH). 

PC  Member  Publishing  (PUBLIC  3). 

Special  Interest  Groups  (SIGS). 

PC  Information  Exchanges. 

PC  Industry  News  (NEWSBYTES). 

The  Microcomputer  Monitor  (DVORAK). 

Computer  Express  (PUBLIC  314). 

Travel  Services  (TRAVEL)  contains  the  following: 

Air  Schedules  and  Fares. 

Hotel  and  Restaurant  Guides. 

Accu-Weather  (WEATHER). 

Travel  Bulletin  Board. 

. Member  Information  (INFO)  categories  include  the  following: 

Tutorial  and  Introduction  (INTRO). 

Contacting  The  Source  (SUPPORT). 

Membership  Usage  Detail  (DETAIL). 

Changing  Your  Password  (CPW). 

Rate  Information  (RATES). 

Local  Network  Numbers  (ACCESS). 

Currently,  THE  SOURCE  has  60,000  users  who  pay  a minimum  usage 
charge  of  $10  per  month. 

In  January  1987,  STC  began  marketing  re:Source,  a telecommunications 
software  package  to  simplify  the  use  of  THE  SOURCE  by  personal  computer 
users. 


re:Source  replaced  SOURCELINK,  STC's  first  telecommunications 
software  package. 

resource  supports  an  on-line  environment  and  runs  on  IBM  PC  and 
compatible  computers. 

Combined  with  membership  to  THE  SOURCE,  the  price  of  resource  is 


resource  can  be  used  with  other  private  networks,  such  as  Dialog, 
CompuServ,  and  Dow  Jones  News/Retrieval. 
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INDUSTRY  MARKETS 


• STC  management  states  that  its  average  member  is  in  his  or  her  late  30s  with 
at  least  a college  education  and  a high  family  income. 

• Nearly  75%  of  the  members  are  employed  in  business  or  are  professionals. 

GEOGRAPHIC  MARKETS 


• The  majority  of  STC's  fiscal  1987  revenue  was  derived  from  the  U.S. 

• STC  has  representatives  in  six  regions:  New  York;  Washington,  D.C.;  Chicago; 
San  Francisco;  Los  Angeles;  and  Dallas. 

• THE  SOURCE  is  available  in  overseas  markets  where  data  communica- 
tions/networks are  provided. 

COMPUTER  HARDWARE  AND  SOFTWARE 


STC's  computer  center  houses  15  Prime  750  computers. 

STC  transmits  its  information  via  Telenet  and  Sourcenet  telecommunications 
networks  which  extend  to  over  1,400  metropolitan  areas. 

Sourcenet,  STC's  own  telecommunications  network  introduced  in  1983, 
is  available  in  several  metropolitan  cities,  including  New  York, 
Chicago,  and  Washington,  D.C.  Sourcenet  instal  lations  involve  the  use 
of  STC's  network  concentrators  with  AT&T  Long  Lines. 
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SOURCE  TELECOMPUTING 
CORPORATION 

1 6 1 6 Anderson  Road 
McLean,  V A 22102 
(703) 734-7500 


Jay  Keller,  CEO  and  President 
Subsidiary  of  The  Reader's  Digest 
Association,  Inc. 

Total  Employees:  140 
Total  Revenue  Fiscal  Year  End 


6/30/83:  $17,500,000* 


THE  COMPANY 

• Source  Telecomputing  Corporation  (STC)  offers  one  service,  THE  SOURCE. 
Founded  in  1979,  THE  SOURCE  provides  access  to  data  bases  and  electronic 
communications  services. 

In  December  1980  STC  was  purchased  by  the  Reader's  Digest  Associa- 
tion, and  in  April  1983  Control  Data  Corporation  invested  in  THE 
SOURCE. 

Also  in  1983  STC  began  marketing  its  first  communications  software 
package. 

• INPUT  management  estimates  STC's  1983  revenue  to  be  approximately  $17.5 
million.  There  are  currently  56,000  subscribers  to  THE  SOURCE  services,  and 
STC  management  expects  the  number  of  subscribers  to  reach  more  than 
200,000  by  1988. 

• Competitors  of  THE  SOURCE  include  CompuServe,  Inc.  and  Dow  Jones 
News/Retrieval. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  one  hundred  percent  of  STC's  revenue  is  derived  from  THE 
SOURCE.  Although  the  company  has  recently  begun  marketing  a communica- 
tions software  product,  no  significant  revenue  has  been  derived  from  that 
product  yet. 

• There  are  six  main  categories  of  services  available  on  THE  SOURCE.  These 
are  Communications,  News  and  Sports,  Business  and  Finance,  Travel,  Games, 
and  Consumer  services. 

Communications  services  revolve  around  SOURCEMAILsm  , an  elec- 
tronic mail  service.  Other  communication  applications  include  MAIL- 
GRAM  Message  Service,  PARTICIPATE  (computer  conferencing), 
CHAT  (for  keyboard-to-keyboard  communication),  POST  (electronic 
bulletin  boards),  and  Member  Directory.  Recently  added  communica- 
tions capabilities  include: 
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. PRIVATE  SECTOR  (private  data  bases  which  are  sponsored  and 
maintained  by  a company  or  organization). 

. E-COM  (Electronic  Computer  Originated  First-Class  Mail). 

. Interactive  journalism.  Through  PARTICIPATE,  individuals  can 
read  a story,  immediately  learn  how  others  are  reacting  to  the 
news,  send  additional  questions  to  the  writer,  and  receive 
follow-up  information  back  from  the  writer.  (PARTICIPATE  is 
provided  on  THE  SOURCE  by  Participation  Systems  Inc.,  based 
in  Winchester,  MA.) 

. The  New  Tech  Times.  Members  of  THE  SOURCE  can  publish 
newsletters  or  create  services  for  other  members  to  use  in  a 
SOURCE  service  called  PUBLIC.  THE  NEW  TECH  TIMES  is  a 
weekly  half-hour  PBS  series  which  THE  SOURCE  offers  on-line 
through  PUBLIC.  Following  the  show,  SOURCE  members  can 
send  electronic  mail  to  the  show's  producers,  get  previews  of 
upcoming  program  listings,  receive  addresses  or  telephone 
numbers  for  companies  and  individuals  featured  on  the  program, 
order  transcripts  and  discount  books,  ask  for  free  offers,  read 
syndicated  columns  by  host  Nicholas  Johnson,  and  submit  topic 
suggestions  for  future  shows  to  producers. 

. Microline,  an  information  service  for  microcomputer  users.  It  is 
produced  by  Digital  Research  Inc.  and  contains  information 
about  new  and  recommended  software  and  hardware  for  micro- 
computer systems,  including  products  from  Digital  Research  and 
independent  vendors.  Other  contents  include  Digital  Research's 
programming  languages  and  tools;  answers  to  common  technical 
questions;  and  information  regarding  locations  of  Digital  Re- 
search user  groups,  dates  of  Digital  Research  technical  semi- 
nars, and  pricing  for  Digital  Research  products. 

Business  and  Financial  SOURCE  services  allow  for  regularly  updated 

business  news,  stock  and  bond  prices,  commodity  news  and  prices, 

investment  advice  and  analytical  tools,  and  legislative  reports  and 

analyses. 

. Employment  services  are  available  on  the  Career  Network  via 
THE  SOURCE.  The  employment  services  are  provided  and 
maintained  by  Computer  Search  International  (CSI),  an  inde- 
pendent firm  linking  executive  recruiting  agencies  across  the 
country. 

. In  October  1983  the  Associated  Press  signed  an  agreement  with 
STC  to  provide  the  AP  Stock  and  Videotex  news  services.  The 
AP  Videotex  service,  formerly  known  as  Viewdata,  provides  250 
daily  dispatches  of  international,  national,  sports,  business,  and 
weather  news.  The  AP  stock  service  provides  regularly  updated 
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stock  and  bond  reports,  Dow  Jones  averages,  closing  tables  of 
mutual  funds,  and  options. 

• Services  in  the  other  four  areas  of  THE  SOURCE  (News  and  Sports,  Consumer 
Services,  Entertainment/Games,  Travel  Services)  are  contained  in  the  exhibit. 

• In  September  1983  STC  began  marketing  SOURCELINK,  a telecommunications 
software  package  to  simplify  the  use  of  THE  SOURCE  by  personal  computer 
users. 

The  first  version  of  SOURCELINK  has  been  developed  for  use  with  the 
IBM  PC  and  XT.  A second  version  will  work  with  Apple  personal 
computers  and  will  be  introduced  to  the  marketplace  in  April  1984. 

Software  features  include  automatic  dial-up  and  sign-on  procedure, 
direct  access  to  the  various  SOURCE  services,  simultaneous  capture  of 
data  from  the  SOURCE  into  the  PC's  memory  or  onto  its  disks,  the 
ability  to  instantly  turn  a printer  on  or  off  while  using  THE  SOURCE, 
and  simplified  transfer  of  data. 

IBM  SOURCELINK  is  sold  through  participating  computer  stores  and 
IBM  business  centers.  Combined  with  membership  to  THE  SOURCE, 
the  suggested  retail  price  is  $149.95.  Price  of  the  software  alone, 
purchased  by  current  SOURCE  members,  is  $49.95. 

There  have  been  approximately  6,000  packages  sold  to  date. 

• STC  participated  in  a two-year  test  by  Cox  Broadcasting  Company,  SOURCE- 
CABLE,  to  bring  selected  services  of  THE  SOURCE  into  the  home  via  inter- 
active cable  television  systems.  The  test  concluded  March  31,  1984.  STC  has 
no  immediate  plans  to  perpetuate  the  cable  services. 

• A value-added  information  service  continues  to  be  offered  by  STC  in  THE 
SOURCE.  SOURCE*PLUS  consists  of  two  services: 

Media  General  Financial  Service,  which  provides  58  current  and  histor- 
ical items  of  data  for  over  3,100  stocks,  permitting  comparisons  of 
whole  portfolios  simultaneously. 

Management  Contents,  Ltd.,  which  provides  titles  and  brief  abstracts 
of  articles  in  the  latest  issues  of  27  business  journals,  including  key- 
word search. 

• Price  schedules  for  THE  SOURCE  include  a one-time  registration  fee  of  $100 
which  covers  account  set-up  ID  and  password  assignment,  User's  Manual,  and 
Command  Guide. 

Hourly  usage  fees  for  THE  SOURCE  range  from  $7.75  to  $20.75  per 
hour  (continental  U.S.)  for  300-baud  service  and  $10.75  to  $25.75  per 
hour  for  1 ,200-baud  service. 
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EXHIBIT 

SOURCE  TELECOMPUTING  INFORMATION  SERVICES 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• COMMUNICATIONS 

• CONSUMER  SERVICES 

- SOURCEMAIL 

- SHOPPING  AND  TRANSACTIONS 

- MAILGRAM  MESSAGE  SERVICE 

- EMPLOYMENT 

- CHAT 

- PERSONAL  FINANCE 

- TELECONFERENCING 

- POST:  BULLETIN  BOARD  CLASSIFIEDS 

- PERSONAL  COMPUTERS  AND  SOFTWARE 

- VOICEGRAM 

• ENTERTAINMENT/GAMES 

- PRIVATE  SECTOR  - USER  PUBLISHING 

- ASTROLOGY 

_ E-COM  - MICROLINE 

- BIORHYTHM 

- CARDS 

• NEWS  AND  SPORTS 

- DRILLS 

- GENERAL  NEWS 

- GAMES 

- FEDERAL  GOVERNMENT 

- HEALTH  AND  MEDICINE 

- STATE  NEWS 

- MOVIE  REVIEWS 

- BUSINESS  NEWS 

- FEATURE  NEWS 

- TELEVISION  REVIEWS 

- SPORTS  NEWS 

• TRAVEL  SERVICES 
- AIRLINE 

• BUSINESS  AND  FINANCE 

- TRAVEL 

- BUSINESS  PROGRAMS 

- RESTAURANT  GUIDES 

- EMPLOYMENT  SERVICES 

- FINANCIAL  MARKETS 

- STOCKS 

- BONDS 

- COMMODITY  PRICES 

- FOREIGN  EXCHANGE  RATES 

- METALS 

- MONEY  MARKET  NEWS  AND  COMMENT 

- MUTUAL  FUNDS 

- INFORMATION  MANAGEMENT 

- HOTEL  GUIDES 
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Hourly  usage  for  SOURCE*PLUS  ranges  from  $34.75  to  $39.75  per 
hour. 

INDUSTRY  MARKETS 

• STC  management  states  that  its  average  member  is  in  his  or  her  late  30s  with 
at  least  a college  education  and  high  family  income. 

• Nearly  75%  of  the  members  are  employed  in  business  or  are  professionals. 

GEOGRAPHIC  MARKETS 

U.S.  95% 

International  5 

100% 

• STC  has  representatives  in  12  regions  across  the  U.S. 

• THE  SOURCE  is  available  in  overseas  markets  where  data  communications 
networks  are  provided. 

COMPUTER  HARDWARE 

• STC's  computer  center  houses  13  Prime  750  computers. 

• STC  transmits  its  information  via  Telenet  and  Uninet  telecommunications 
networks  which  extend  to  over  500  metropolitan  areas. 

Sourcenet,  STC's  own  telecommunications  network  introduced  in  1983, 
is  available  in  several  metropolitan  cities  including  New  York,  Chicago, 
and  Washington,  D.C.  Sourcenet  installations  involve  the  use  of  STC's 
network  concentrators  with  AT&T  Long  Lines. 

In  April  1984  STC  ceased  using  the  telecommunications  services  of 
Tymnet. 
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SOURCE  TELECOMPUTING 
CORPORATION 

1616  Anderson  Road 
McLean,  VA  22102 
(703)  821-6660 


Graeme  G.  Keeping,  CEO 
Subsidiary  of  The  Reader's 
Digest  Association,  Inc. 
Total  Employees:  120 
Total  Revenue,  Fiscal  Year 
End  6/30/81:  $4.5  million* 


THE  COMPANY 

• THE  SOURCE  was  founded  in  June  1979  to  provide  data  base  services.  In 
September  I 980,  the  company  was  purchased  by  The  Reader's  Digest  Associa- 
tion. "THE  SOURCE"  service  mark  has  been  retained  to  identify  the  data  base 
information  and  communication  service  of  the  company. 

• INPUT  estimates  Source  Telecomputing's  revenue  should  more  than  double  in 
fiscal  1982  due  to  the  high  growth  rates  projected  for  its  customer  base. 

• In  1981,  SOURCECABLE  was  formed  as  a subsidiary  of  Source  Telecomputing 
to  provide  its  services  via  cable  television  transmissions. 

• Competitors  are  Dow  Jones  and  CompuServe. 

KEY  PRODUCTS  AND  SERVICES 

• Source  Telecomputing  derives  100%  of  its  revenue  from  data  base  information 
and  communication  services. 

• As  of  December  1981,  THE  SOURCE  had  close  to  14,000  subscribers.  Manage- 
ment estimates  an  additional  20,000  persons  will  join  THE  SOURCE  by  the  end 
of  1982. 

• There  are  over  48  information  and  over  20  communication  data  bases  on  THE 
SOURCE,  providing  more  than  1,400  specific  services. 

Some  data  bases,  such  as  UNISTOX  and  The  New  York  Times  Consumer 
Library,  offer  detailed,  regularly  updated  information. 

Other  data  bases  are  more  interactive,  permitting  key-word  search,  or 
the  ordering  of  further  information  or  merchandise,  such  as  UPI  News 
Service  and  COMP-U-STAR. 

Other  services  are  communication  oriented,  such  as  CHAT  and  Elec- 
tronic Mail. 
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In  late  1981,  Source  Telecomputing  introduced  SOURCE*PLUS,  an 
advanced  series  of  data  bases  offering  in-depth  information.  Compo- 
nents are: 

. Management  Contents,  Ltd.,  provides  titles  and  brief  abstracts 
of  articles  in  the  latest  issues  of  27  business  journals,  including 
keyword  search. 

. Media  General  Financial  Service  provides  58  current  and  his- 
torical items  of  data  for  over  3,100  stocks,  permitting  com- 
parisons of  whole  portfolios  simultaneously. 

. Legi-Slate  identifies  congress  members  by  party  affiliation  and 
committee  assignment,  and  allows  tracking  of  House  and  Senate 
bills  from  committee. 

. Commodity  News  Services,  Inc.  tracks  price  movements  in 
commodities  futures  markets,  commentary,  news  and  updates 
during  trading. 

. COMP-U-STAR  lets  the  user  shop  at  home  and  order,  at  a 
discount,  from  over  3,000  name  brand  items. 

A partial  listing  of  other  information  services  available  from  THE 
SOURCE  is  provided  in  the  exhibit. 

• Price  schedules  for  THE  SOURCE  include  a one-time  registration  fee  of  $100 
plus  hourly  usage  fees. 

Hourly  usage  fees  for  THE  SOURCE  range  from  $4.25  to  $18.00  for  300 
baud  service  and  $6.00  to  $25.00  for  1,200  baud  services. 

Hourly  usage  fees  for  SOURCE*PLUS  range  from  $10.00  to  $30.00  for 
300  baud  service  and  $15.00  to  $40.00  for  1,200  baud  service. 

• SOURCECABLE  is  working  to  bring  selected  services  of  THE  SOURCE  into 
the  home  via  interactive  cable-television  systems. 

Communication  companies,  such  as  Storer  and  Cox  Broadcasting,  are 
experimenting  with  transmitting  THE  SOURCE'S  information  to  cable 
subscribers,  permitting  viewers  to  extract  information  by  means  of 
specially  modified  television  sets  equipped  with  keyboards. 

Source  Telecomputing  estimates  the  potential  viewership  of  commu- 
nities which  are  already  committed  to  receiving  SOURCECABLE  at 
over  1.2  million  new  customers. 

Limited  service  will  be  available  to  at  least  one  U.S.  city  during  the 
first  half  of  1 982. 


2 of  4 

February  1982 


©1982  by  INPUT.  Reproduction  Prohibited. 


INPUT 


SOURCE  TELECOMPUTING  CORPORATION 

EXHIBIT 

SOURCE  TELECOMPUTING 
INFORMATION  SERVICES 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• COMMUNICATION  SERVICES 

• EDUCATION  AND  CAREERS 

- CHAT 

- EDUCATION  INFORMATION 

- ELECTRONIC  MAIL 

- INSTRUCTIONAL  PROGRAMS 

- SUBSCRIBER  BULLETIN  BOARD/ 

- EMPLOYMENT  OPPORTUNITIES 

CLASSIFIEDS 

• GOVERNMENT  AND  POLITICS 

• BUSINESS  NEWS  AND  SERVICES 

- LAW 

- BUSINESS  SERVICES 

- NEWS  AND  OPINION 

. AIRLINE  SCHEDULES 

- WASHINGTON  D.C.  ACTIVITIES 

. EMPLOYMENT  OPPORTUNITIES 

. RESTAURANT  GUIDES 

• HOME  AND  LEISURE 

. TRAVEL 

- CONSUMER  AFFAIRS 

- COMMUNICATIONS  INDUSTRY 

- GAMES 

. CABLE  TV 

- HEALTH  AND  MEDICINE 

. NEWSPAPERS 

- HOME  OWNERSHIP 

. TELEVISION 

- PERSONAL  SERVICES 

. WRITING  AND  WRITERS 

- CURRENT  BUSINESS  TRENDS 

• NEWS,  SPORTS,  AND  FEATURES 

. BUSINESS  COMMENTARY 

- COMMENTARY 

. COMPANY  PROFILES 

- FEDERAL  GOVERNMENT 

. EXECUTIVES 

- NEWS  (BUSINESS,  NATIONAL, 

. OFFICE  EQUIPMENT 

INTERNATIONAL,  STATE) 

- FINANCIAL  MARKETS 

- SPORTS 

. UNISTOX  REPORT  INDEXES 

. AMX 

• SCIENCE  AND  TECHNOLOGY 

. BONDS 

- COMPUTERS 

. COMMODITY  NEWS 

- MATHEMATICS 

. METALS 

- SCIENCE  NEWS  AND  INFORMATION 

. MONEY  MARKET  NEWS  AND  COMMENTS 

- STATISTICS 

. MUTUAL  FUNDS 

. NYSE 

• TRAVEL,  DINING,  AND  ENTERTAINMENT 

- OVER-THE-COUNTER  EXCHANGE  MARKETS 

- INFORMATION  MANAGEMENT 

• THE  SOURCE  CREATING  AND  COMPUTING 

. BUSINESS  ANALYSIS 

. PLANNING 

• SOURCE*PLUS 

. FORECASTING 

- LEGISLATE 

- TAXES 

- COMPUSTAR 

- MANAGEMENT  CONTENTS,  LTD. 

• CATALOGUE  SHOPPING 

- COMMODITY  NEWSSERVICE  INC. 

- ELECTRONIC  SHOPPING  INDEX 

- MEDIA  GENERAL 

- TRADING  AND  BARTERING 
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INDUSTRY  MARKETS 

• Source's  primary  market  is  the  business  professional  who  uses  THE  SOURCE  at 
work  for  information  and  communication  purposes,  and  at  home  for  education 
and  entertainment. 

Other  markets  include  business  owners  of  word  processing  equipment 
who  are  able  to  upgrade  existing  equipment  to  create  information/ 
communication  networks  within  their  companies. 

GEOGRAPHIC  MARKETS 

United  States  95% 

International  5% 

• Source  Telecomputing  has  representatives  in  12  regions  across  the  United 
States. 

• THE  SOURCE  is  marketed  by  dealers  in  19  foreign  countries. 

COMPUTER  HARDWARE 

• Under  a facilities  management  contract  with  Dialcom  Inc.,  six  Prime  750s  are 
used  for  network  services.  Source  Telecomputing  has  one  Prime  750  installed 
for  internal  use. 

• THE  SOURCE  can  be  accessed  with  almost  any  microcomputer,  terminal,  or 
communicating  word  processor. 

Standard  data  terminals  require  a standard  RS-232  interface  and  a 
modem. 

Word/information  processing  equipment  requires  an  asynchronous 
communications  package  and  a modem. 

Interface  equipment  must  be  set  up  as  follows:  300  to  1,200  baud;  full 
duplex;  no  parity;  8 bit  ASCII  Code,  I Stop  Bit. 

• Transmissions  are  carried  over  the  Telenet  and  Tymnet  communications 
networks  which  extend  to  more  than  350  major  metropolitan  areas. 
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COMPANY  HIGHLIGHT 


SPACE  AGE  COMPUTER  SYSTEMS,  INC 

4400  Jenifer  Street,  N.W. 

Washington,  DC  20015 
(202)  363-3100 


Jose  Blanco,  Jr.,  President 
Private  Corporation 
Total  Employees:  210 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $8,000,000* 


PRINCIPAL  BUSINESS 

• Space  Age  Computer  Systems,  Inc.  (SACS)  was  founded  in  1970  to  provide 
processing  services  to  hospitals. 

FINANCIALS 

• INPUT  estimates  SACS  1980  revenue  at  $8,000,000. 

• SACS  management  anticipates  1981  revenue  will  reach  $10,000,000.  The 
company  has  had  an  average  annual  growth  rate  of  approximately  15%  per 
year  and  has  been  profitable  since  founding. 

SOURCES  OF  REVENUE 


Processing  services  90% 

Software  products  10 

100% 

PRODUCTS  AND  SERVICES 

• The  majority  of  SACS  revenue  stems  from  processing  services,  sold  on  a 
facilities  management  basis,  to  five  clients.  As  a result  of  these  contracts, 
SACS  operates  five  data  processing  centers  from  which  it  also  offers  remote 
batch  and  interactive  processing  services  to  smaller  local  hospitals.  There  are 
about  10  hospitals  using  SACS  service  on  a remote  batch  basis. 

• The  SACS  hospital  information  system  is  also  available  as  a turnkey  system 
with  a facilities  management  option,  and  for  lease  as  a software  package. 
Two  hospitals  have  licensed  SAC$  software. 

• The  SACS  system  software  runs  on  both  IBM  370  and  larger  mainframes  and 
Four-Phase  minicomputers.  Applications  included  are: 

Inpatient  registration  and  bed  control. 

In-house  receivables  management. 

Discharged  receivables  management. 
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General  ledger. 

Bad  debts. 

Ambulatory  care. 

Purchasing/accounts  payable/inventory. 

Patient  statistics  for  cost  reimbursement  reporting. 

Medical  records. 

Fixed  asset  accounting  and  preventive  maintenance  system. 

Clinical  laboratory. 

Pharmacy  system. 

Master  patient  index  system. 

Order  entry/data  communication/message  switching. 

Payroll /personnel  management  system. 

• In  addition  to  the  five  FM  contracts,  SACS  has  installed  Four-Phase  mini- 
computers on-site  at  three  hospitals.  These  are  connected  by  telephone  grade 
communications  lines  to  a SACS  data  center  where  supplementary  processing 
is  handled.  Called  the  Mini-Master,  the  user-site  hardware  allows  for  data 
verification  at  the  point  of  entry,  update  of  interactive  files,  as  well  as 
communication  to  needed  areas  within  the  hospital. 

Applications  available  on  the  Four-Phase  minicomputer  consist  of: 

. Bed  Control  A/D/T  application  (admission,  discharge,  transfer). 

. Ambulatory  care  registration  and  receivables  (outpatient)  appli- 

cation. 

. Order  entry/data  communications  application. 

. Discharged  receivables  inquiry  application. 

. Pharmacy  application. 

• Also  available  from  SACS  is  an  interactive  Physician's  Billing  and  Receivable 
System. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  SACS's  revenue  is  derived  from  the  hospital/medical 
industry. 

GEOGRAPHIC  MARKETS 

• SACS's  customers  are  primarily  located  in  the  eastern  half  of  the  U.S.  where 
its  data  centers  are  clustered. 

• The  company  has  no  international  business. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• SACS  has  a Four-Phase  minicomputer  installed  for  development  purposes  at  its 
Washington  headquarters  and  its  Lexington,  KY,  data  center. 

• The  locations  of  the  five  data  centers,  and  their  equipment,  are: 
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Bangor,  ME. 

I IBM  370/138. 

Washington,  DC. 

I IBM  370/158. 

Lexington,  KY. 

. I IBM  370/148  (with  a 4331  on  order). 

Orlando,  FL. 

I IBM  370/ 1 58  (with  a 433 1 on  order). 

Hollywood,  FL. 

I IBM  370/148. 

• A new  facilities  management  contract  with  a New  Jersey  hospital  is  scheduled 
to  begin  in  April  1982.  SACS  will  operate  an  IBM  4331  at  that  site. 

• SACS  uses  IBM  intelligent  communication  terminals  for  its  remote  batch 
service  for  data  entry  and  on-site  report  preparation. 
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SPAN  MANAGEMENT  SYSTEMS,  INC. 

Westminster  Industrial  Park 
I Catamore  Boulevard 
East  Providence,  R I 02914 
(401)438-1 1 15 


David  Allen,  President 
Wholly  Owned  Subsidiary  of 
Filchris  Corporation 
Total  Employees:  50 
Total  Revenues,  Fiscal  Year  End 
5/31/80:  $8,000,000 
Non-Captive  Revenues:  $5,600,000 


THE  COMPANY 

• Span  Management  Systems,  Inc.,  was  formed  in  1969  to  provide  processing 
services  to  its  parent  company,  Catamore  Company,  a jewelry  manufacturer. 
It  has  since  extended  its  services  to  other  manufacturing  firms  in  the 
Northeast.  In  1972,  Span  became  a wholly  owned  subsidiary  of  Filchris 
Corporation,  which  was  formed  as  a holding  company  for  Catamore  Company. 

• In  addition  to  providing  processing  services,  Span  offers  proprietary  software 
products  and  professional  services. 

• Revenues  for  FY  1 980  were  $8,000,000,  an  increase  of  23%  over  1 979's 
$6,500,000.  Approximately  70%  ($5,600,000)  of  its  total  revenues  were  non- 
captive. Captive  revenues  are  derived  from  the  Catamore  Company. 

• Span  has  50  employees,  segmented  as  follows: 


Marketing/sales  3 

Software  services  4 

Computer  operations  35 

General  & administrative  8 

50 


PRODUCTS  AND  SERVICES 

• Processing  services  generated  approximately  80%  ($4.5  million)  of  FY  1980 
non-captive  revenues.  The  remaining  20%  ($1.1  million)  came  from  software 
products  (10%)  and  professional  services  (10%). 

Span  offers  both  remote  computing  and  batch  services,  each  repre- 
senting 50%  of  total  processing  revenues.  Revenues  by  mode  and 
application  type  are: 

Mode: 
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Interactive  80% 

Remote  batch  20 

100% 

Applications: 

General  business  75% 

Utility  (general 
processing  services)  25 

100% 


• Applications  software  available  on  Span's  network  include: 

A General  Accounting  System  for: 

. Accounts  receivable. 

. Accounts  payable. 

. General  ledger. 

. Payroll. 

A Manufacturing  Accounting  System,  which  includes  the  General 
Accounting  System  applications  and  modules  for: 

. Order  entry. 

. Billing. 

. Sales  statistics. 

. Inventory  control. 

. Product  definition  and  costing. 

. Production  control. 

. Material  requirements  planning. 

A Group  Medical  Practice  System,  which  provides  general  accounting 
applications  for  the  medical  sector.  Reports  generated  by  the  system 
include: 

. Patient  accounts  ledgers. 

. Medicare  forms. 

. Blue  Shield  claims. 
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. Blue  Shield  rejection  reports. 

. Accounts  inquiry. 

. No  bill  report. 

. Production  statistics. 

• Span  offers  two  proprietary  software  packages  that  operate  in  an  on-line 
environment  with  a DEC  System  10,  TOPS  10,  using  COBOL. 

The  Bill  of  Materials  Planner  (BOMP)  is  a complete  manufacturing 
system  with  applications  for  inventory  control,  order  entry,  MRP  and 
production  control. 

The  Employee  Benefit  and  Profitsharing  Administration  package  is  a 
pension  profitsharing  system  that  processes  both  money  purchase, 
pension  plans  and  profitsharing  plans. 

• Professional  services  revenues  are  derived  from  systems  design  and  consulting 
services  for  its  manufacturing  clients. 


INDUSTRY  MARKETS 

• Discrete  manufacturing  firms  contributed  90%  of  Span's  non-captive  revenues 
in  FY  1980.  Of  the  remaining  10%,  approximately  8%  came  from  state  and 
local  governments  and  2%  from  hospitals. 


GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Span's  revenues  was  derived  from  states  in  New 
England. 

• All  marketing  operations  are  conducted  from  Span's  corporate  headquarters. 


COMPUTER  HARDWARE 

• Span  uses  one  DEC  System  10  operating  under  603A  and  one  IBM  Series  I 
operating  under  FC/PM  3. 

• Span's  data  center  is  located  at  its  headquarters.  Access  to  Span's  network  is 
available  through  leased  lines. 
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SPEECH  PLUS,  INC. 

P.O.  Box  3703 
1293  Anviiwood  Avenue 
Sunnyvale,  CA  94088 
(408)  745-1818 


Peter  L.  Lloyd,  President 
Private  Company 
Total  Employees:  40 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $6,000,000* * 


‘INPUT  estimate 


The  Company  Speech  Plus  is  a leading  independent  manufacturer  and  marketer 

of  voice  processing  products  based  on  synthesized-speech 
technology. 

• Its  products  include  both  the  more  common  digitized  (stored 
voice)  capability  (recorded  vocabulary)  and  its  proprietary  text- 
to-speech  conversion  capability  (speech  synthesis)  for 
"speaking"  any  computer-resident  information  over  the 
telephone  to  authorized  callers. 

• The  products  are  used  in  voice  response  applications  that  speak 
data  base  information  over  the  telephone,  record  voice  replies 
left  by  the  callers,  store  responses  entered  using  the  telephone 
key  pad,  and  make  outbound  calls  to  deliver  critical 
information  based  on  conditions  and  telephone  numbers 
defined  in  the  application. 

The  company  started  as  a division  of  Telesensory  Systems,  Inc.  As 
part  of  Telesensory  Systems,  the  company  introduced  its  first 
product,  the  stored  voice  Speech  1000  series  for  the  industrial 
market. 

• Its  Prose  2000  text-to-speech  board-level  product  for  the 
industrial  market  was  introduced  in  1982. 

• In  1983,  Speech  Plus,  Inc.,  was  founded  to  develop  and  market 
voice  output  technology  for  information  processing 
applications.  Initial  license  agreements  were  established  with 
Texas  Instruments  and  Wang. 

• In  1984  Speech  Plus  introduced  its  CallText  family  of  board  and 
system  products,  which  feature  text-to-speech  and  telephony 
technology. 
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• In  1985,  Speech  Plus  licensed  its  proprietary  technology  to  IBM 
for  use  in  its  Personal  Computer  Voice  Communication  Option 
and  by  Olivetti.  In  1986  a licensing  agreement  was  established 
with  Hewlett-Packard. 

• In  1987,  Speech  Plus  was  awarded  two  patents  for  its  CallText 
architecture.  The  patents  cover  speech  synthesis  in  voice 
response  systems  using  terminal  emulation  as  a means  of 
connecting  to  and  retrieving  information  from  host  computers. 
Another  patent  is  in  process.  This  patent  covers  the 
methodology  used  in  the  speech  synthesis  technology. 

• In  1988,  Speech  Plus  introduced  its  CallText  Voice  Gateway 
Systems  product  line,  including  the  multivoice  technology  Vas 
and  the  entry  level  Vas/dv,  which  uses  digitized  voice  for 
simpler  applications. 

Venture  capital  investors  in  Speech  Plus,  Inc.,  include: 
Westinghouse  Electric  Corp.;  Continental  Capital  Ventures; 
Lexington  Venture  Partners;  Scientific  Advances;  Ameritech; 
Northern  Telecom,  Inc.;  Mitsubishi;  and  Wind  Point  Partners. 

The  principal  competitor  for  Speech  Plus  in  speech  synthesis 
technology  is  Digital  Equipment's  DecTalk  product.  Other 
competition  is  provided  by  Berkeley  Speech  Technologies. 


Key  Products  and  The  company  has  two  principal  product  lines:  the  Prose 
Services  workstation-based  applications  (without  a telephony  function)  and 

the  CallText  products,  which  provide  for  telephony-based 
applications. 

The  Prose  line  includes  a 4000  board-level  product  for  use  in  the 
IBM  PC  AT  platform  environment,  the  Prose  2000  board  for  the 
multibus  environment,  and  the  Prose  2020  peripheral,  with  an 
RS232  port. 

• Principal  applications  for  the  Prose  product  line  are  for 
handicapped  screen  readers,  computer-aided  instruction,  and 
factory  automation  quality  inspection  (hands  busy,  eyes  busy) 
activities. 

The  CallText  product  line  includes  board  products,  peripherals, 
and  complete  systems  used  in  voice-processing  applications. 

• The  CallText  5000  is  a board-level  product  designed  for  the 
IBM  PC/AT  form  factor.  This  product  is  sold  primarily 
through  OEM  and  reseller  channels. 
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• The  CallText  5050  is  a peripheral  product  that  can  be 
configured  for  minicomputer  or  microcomputer  applications, 
with  1-4  channel  support. 

• The  principal  systems-level  product  is  the  CallText  Voice  Gate 
System  (VGS),  a microcomputer-based  product. 

- The  Vas  system  was  the  first  to  offer  both  digitized  voice  and 
speech  synthesis  technology  in  a single  platform. 

- A unique  capability  of  the  Gateway  system  is  immediate  data 
base  access  to  multiple  host  computers  simultaneously.  In 
addition,  menu-drive  tools  and  a high-level  script  language 
are  available  for  rapid  application  development. 

- The  sale  of  the  system  product  with  the  application 
development  tools  could  be  termed  a semiturnkey  product 
delivery.  Included  in  the  system  sale  is  product 
implementation  support,  installation  and  a 12-month 
warranty  supported  by  Nationwide  Service  through  Dow 
Jones. 

- CallText  Voice  Gateway  System  provides  direct  telephone 
access  to  unlimited  information  (rather  than  only  preselected 
phrases)  stored  in  local  or  host  computer  data  bases, 
including  names,  addresses,  product  descriptions,  service 
dispatch  instructions,  and  electronic  mail  messages.  Callers 
can  also  leave  recorded  replies  in  response  to  the 
information  received.  This  system  can  be  an  alternative  to  a 
computer  terminal  used  for  accessing  such  information 
remotely. 

- Multiple  systems  can  also  be  linked  together  with  the 
company's  multinode  LAN  architecture. 

- Some  of  the  current  applications  being  implemented  include 
E-Mail,  order  entry,  and  dispatch. 

- The  price  of  the  VGS  system  starts  at  $23,500. 

The  company  also  provides  a standard  turnkey  systems  product 
based  on  the  Voice  Gateway  platform.  The  product  includes  the 
following  standard  applications  developed  by  Speech  Plus. 

• The  Audio  News  Alert  system  is  a dynamic,  real-time  system  for 
alerting  users  to  critical  and  urgent  news.  It  directs  tailored, 
time-sensitive  information  from  news  wire  services  directly  to 
designated  users  by  telephone. 
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- With  Audio  News  Alert,  users  select  company  names  or  key 
words  they  want  to  track.  When  a match  occurs,  the  Audio 
News  Alert  system  automatically  calls  the  user  on  the 
telephone,  speaks  the  headline,  and  offers  to  read  the  rest  of 
the  story.  After  hearing  the  headline  and  wire  service  name, 
users  then  decide  whether  to  listen  to  a portion  or  the  entire 
story,  and/or  to  have  the  story  printed. 

- The  American  Stock  Exchange  is  an  Audio  News  Alert 
customer. 

• Audio  Email™  allows  IBM  PROFS  or  ADR  eMAIL  users  to 
access  their  electronic  mail  messages  from  any  touch-tone 
phone.  Users  can  access  their  calendars  and  also  record  replies 
to  electronic  mail  messages  received. 

• The  Automated  Toll  Investigation™  System  automates  the 
CNA  Customer  Name  and  Address  Bureau  and  addresses 
primarily  the  telephone  company  market.  Instead  of  operators 
manually  entering  inquiries  about  specific  telephone  numbers 
into  display  terminals,  the  customer  is  directed  through  the 
process  of  finding  the  desired  name  and  address  through  the 
use  of  simple  commands  and  numbers  entered  through  a touch- 
tone  telephone.  The  information  and  instructions  are  delivered 
to  customers  through  voice  response.  Customized  call  and 
billing  statistics  are  also  generated  by  the  system. 

A total  (turnkey)  VGS  system  configuration  consists  of  a Tandem 
NonStop  computer  system  and  CallTextR  Vas.  A standard 
TELCO  CRS  tape  is  loaded  into  the  Tandem  computer,  which 
sorts  it  into  the  reverse  directory  data  base.  The  CallText 
channels  are  connected  to  the  Tandem  computer  by  RS-232 
ASYNC  communication  lines. 

The  other  principal  voice  response  technology  is  digitized  voice 
which  involves  the  recording  and  digitizing  of  voice  passages. 
Although  digitized  voice  has  a more  human  sounding  voice 
quality,  it  is  more  limited  in  its  applications  because  of  the 
significantly  higher  recording  costs  when  the  information  accessed 
is  highly  variable. 


Industry  Markets  Speech  Plus  markets  its  systems-level  products  though  a direct 

sales  force,  but  also  uses  distributors  and  resellers.  In  particular, 
the  company  sells  in  the  international  markets  (Canada  and 
Australia)  through  resellers.  Its  Prose  line  of  workstation-based 
products  and  CallText  boards  and  peripherals  are  sold  to  OEMs 
through  a telemarketing  program. 
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Markets 


Principal  vertical  markets  for  its  Prose  product  line  include:  the 
handicapped  market  (Stephen  Hawking,  the  well-known  English 
physicist  uses  a Speech  Plus  board-level  product),  factory 
automation  (for  "hands  busy/eyes  busy"  quality-control-type 
applications),  and  the  medical  market. 

Major  OEM  customers  include:  IBM  (for  its  screen  reader 
product),  Kurzweil,  Intel,  AT&T,  Olivetti,  Telesensory  Systems, 
and  Westinghouse. 

CallText  board-level  and  systems  products  are  used  primarily  in 
the  telecommunications,  transportation,  financial,  medical,  and 
insurance  (for  verifying  insurance  clients)  industry-specific 
markets  as  well  as  in  the  materials  management  (order  entry)  and 
office  automation  cross-industry  markets. 

• CallText  products  have  also  been  installed  in  a variety  of 
companies  to  automate  the  delivery  of  information  to  field 
service  personnel. 

The  current  CallText  customer  base  also  includes  the  American 
Stock  Exchange,  Ameritech,  Applied  Data  Research,  British 
Telecom,  the  Dallas  Times  Herald,  the  Houston  Chronicle,  Illinois 
Bell,  Kodak,  Michigan  Bell,  U.S.  West,  Xerox,  and  Northern 
Telecom. 

Industry  sources  project  the  voice  response  market  for  Speech  Plus 
products  to  expand  at  a 40%  CAGR. 


Approximately  90%  of  Speech  Plus'  revenue  is  derived  from  the 
U.S.  Approximately  10%  of  total  company  revenue  is  derived 
from  the  international  markets,  primarily  Canada  and  Australia. 
British  Telecom  is  also  a major  customer. 

Sales  and  support  personnel  are  located  in  regional  offices  in  New 
York,  Illinois,  and  California. 
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COMPANY  PROFILE 


SPEECH  SYSTEMS 
INCORPORATED 

18356  Oxnard  Street 
Tarzana,  CA  91356 
(818)  881-0885 


Robert  L.  Montgomery,  President 
Private  Company 
Total  Employees:  50 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $3,500,000* * 

* INPUT  estimate 


The  Company  Speech  Systems  Incorporated  (SSI),  founded  in  1981,  is  a 

technology  leader  in  the  area  of  speaker-independent,  continuous 
speech  recognition  technology. 

• SSI  developed  the  first  commercially  available  phonetically- 
based  speech  recognition  product,  the  Phonetic  EngineR. 

• The  company  has  received  more  than  $16  million  in  venture 
capital  funding,  including  a $2  million  investment  by  the 
Raytheon  Company. 

• After  five  years  of  basic  research,  SSI's  first  products  for  natural 
speech  recognition  were  announced  in  November  1986. 

SSI's  product  uses  an  extensive  data  base  of  speech  from  a large 
number  of  male  and  female  voices,  to  achieve  speaker- 
independence. 

• The  basic  product  is  a development  system  which  can  be 
combined  with  other  software  applications  for  various  industry 
settings.  Application  developers  define  word  orders,  syntaxes 
and  combinations  of  words  for  a particular  industry 
environment. 

• At  present,  the  product  is  appropriate  for  specific  environments 
where  syntax  rules  can  be  defined.  One  application  therefore 
can  not  be  transported  from  a specific  to  a more  general 
environment  at  this  stage  of  the  product's  development. 

• The  product  is  essentially  speaker-independent.  However, 
some  individuals  may  be  required  to  go  through  a profiling 
series  to  adjust  the  system  to  their  voice  requirements. 

SSI's  principal  competition  is  from  voice  response-based 
companies  which  use  a voice  template  technology  for  speaker- 
dependent  systems. 
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• Most  other  speech  recognition  computer  products  on  the 
market  enable  computers  to  distinguish  only  a small  set  of 
vocabulary  words  which  must  be  spoken  in  a certain  rigid,  pre- 
defined syntax.  These  are  used  primarily  in  industrial 
applications,  where,  for  example,  assembly-line  workers  can  use 
their  hands  for  manual  tasks  while  logging  quality-control  or 
materials-tracking  information  by  voice. 


SSI's  speech  recognition  system  technology  is  based  on  the 
phoneme  (as  opposed  to  words),  a fundamental  sound  recognition 
unit.  As  pointed  out  in  a company  position  paper  on  voice 
recognition,  about  forty  phonemes  allow  pronunciation  of  all 
English  words. 

• The  key  to  the  company's  natural  speech  recognition  systems  is 
SSI's  proprietary  technology,  termed  Empirical  Artificial 
Intelligence  or  EAI.  The  model  consists  of  a series  of 
parameterized  rules  combined  with  expert  knowledge  and  an 
extensive  data  base  of  phonetically  labelled  speech. 

• The  competing  technology  is  template-based  voice  data  entry, 
which  forces  a speaker  to  pause  between  words  and  limits 
choice  of  vocabulary  and  syntax  because  of  the  limited 
vocabulary  of  the  system.  In  template  matching,  the  computer 
compares  each  spoken  word  to  a set  of  pre-stored 
representations  of  words  called  templates.  The  template-based 
technology  is  often  limited  to  approximately  1,000  word 
vocabularies. 

SSI's  speech-to-phoneme  interpreter  is  the  Phonetic  Engine.  The 
Phonetic  Engine  200  is  a computer  peripheral  device  that  accepts 
natural  continuous  speech  input,  independent  of  vocabulary,  and 
provides  corresponding  phonetic  code  output.  Vocabulary 
independence  means  that  it  requires  no  further  speech  to  add 
vocabulary  or  additional  applications. 

i 

• The  microprocessor-based  Phonetic  Engine  is  capable  of 
translating  continuous  speech  into  phonetic  segments  in  real 
time.  The  Phonetic  Engine  is  internally  comprised  of  two 
circuit  boards  having  the  same  form  factor  as  expansion  boards 
for  IBM  AT  and  compatible  computers.  The  Phonetic  Engine 
outputs  phonetic  segments  at  a rate  of  less  than  300  bits  per 
second.  It  can  appear  to  a general-purpose  computer  as  a low 
data  rate  terminal,  while  driving  a wide  variety  of  speech 
recognition  applications. 
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• The  process  of  tuning  the  Phonetic  Engine's  recognition 
capability  with  a particular  speaker  (enrollment)  is  brief  and 
need  be  performed  only  once.  After  that,  the  user  can  take 
advantage  of  new  applications  with  new  vocabularies  without 
having  to  re-enroll. 

• Words  are  stored  in  a phonetic  dictionary  shared  by  all  users. 
This  results  in  reduced  requirements  on  processing  power  and 
memory,  which  makes  possible  more  affordable 
implementation.  Large  phonetic  dictionaries  can  be  stored  on 
microcomputer  systems.  With  phonetic  recognition,  the 
dictionary  can  also  be  speaker-independent.  Thus,  new  words 
can  be  added  without  examples  of  the  speech  of  the  user. 

The  Phonetic  Decoder™  is  a software  module  written  in  "C" 
language,  that  translates  phonetic  codes  from  the  Phonetic  Engine 
into  words  using  several  knowledge  sources  to  resolve  the 
ambiguities.  These  sources  include  a phonetic  dictionary  with 
embedded  co-articulation  rules,  a syntax  compiled  to  a finite  state 
graph,  and  a phonetic  codebook  that  contains  interpretations  of 
the  phonetic  codes. 

• The  system  permits  natural  speech  input  to  computer-based 
equipment,  allowing  continuous  speech  with  no  required 
pauses,  and  large  vocabularies  of  over  36,000  words. 

A turnkey  development  system,  comprising  a SUN 
SPARCstation™l,  Phonetic  Engine  200,  Phonetic  Decoder, 
Speech  Encoder,  and  software  development  tools,  is  priced  at 
$47,100.  The  system,  with  the  customer  supplying  the  computer 
workstation,  is  priced  at  $33,900. 

Phonetic  Engine  PE200,  scheduled  to  be  introduced  in  June  1989, 
is  the  company's  developed  end  user  product. 

• The  PE200  consists  of  a headset/microphone  which  acts  as  the 
input  device.  It  accepts  natural  speech  as  input,  generating 
phonetic  codes  which  are  then  transmitted  to  a general  purpose 
computer  via  a RS-232  serial  line. 

• The  architecture  represents  a speech  recognition  system  that  is 
both  a hardware  product  (the  Phonetic  Engine)  and  a software 
product  (the  Phonetic  Decoder).  The  single  quantity  price  for 
the  PE200  is  $10,500. 

Speech  Input  Development  Systems  are  operational  systems  with 
software  products  and  tools  used  to  integrate  natural  speech 
recognition  into  applications. 
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Industry  Markets 


• SSI  provides  the  Phonetic  Engine  primarily  to  OEMs  and  the 
government  and  aerospace  industries,  along  with  its  turnkey 
development  system. 

• The  latter  includes  the  Phonetic  Decoder,  the  Phonetic 
Profiler™  and  Master  Dictionary  support  software.  The 
Master  Dictionary  contains  a large  number  of  words  that  SSI 
has  developed  for  recognition  using  its  phonetics-based 
product.  The  Master  Dictionary  contains  all  relevant  phonetic 
spellings  (pronunciations)  for  each  word  as  well  as  the  correct 
alphabet  spelling  of  each  word.  The  developer  selects  words 
from  the  20,000  word  Master  Dictionary  to  form  application- 
specific  vocabularies.  Addition  words  can  be  added  with  the 
use  of  the  dictionary  builder  software  tool. 

SSI  also  provides  extensive  on-site  training  as  well  as  custom 
support  services  where  required. 


SSI  markets  its  products  primarily  to  OEMs  and  value-added 
resellers.  The  general  office  market  for  voice  response/ 
interactive  applications,  where  typed  input  (for  word  processing) 
can  be  replaced  by  speech,  is  still  elusive.  This  requires  the 
computer  modeling  of  the  entire  English  language  and  much  more 
powerful  personal  computing  capability  than  presently  exists  on 
desktop  computer  platforms. 

• The  company's  Speech  Input  Development  System  is  sold  to 
system  developers  for  integration  with  applications  that  are 
voice-driven. 

• Market  applications  of  SSI's  VARs  and  OEMs  include  natural 
language  user  interfaces,  expert  system  user  interfaces, 
command  and  control  systems,  voice  identification  and 
verification,  and  speech  compression  in  telephone  and  voice 
mail. 

• Particular  vertical  market  applications  include  interactive  voice 
response  training  of  air  traffic  controllers  by  the  FAA,  as  an 
interface  for  database  access  for  a financial  institution,  and 
marketing  information  access  for  particular  product  categories. 

SSI  recently  received  a Phase  II  follow-on  contract  from  DARPA 
(the  Defense  Advanced  Research  Projects  Agency)  which 
addresses  the  issue  of  decoupling  speech  and  non-speech 
knowledge  sources  to  allow  more  efficient  development  of  speech 
understanding  systems. 
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• SSI  staff  will  work  with  application  developers  at  the  Stanford 
University  Knowledge  Systems  Laboratory  to  improve  voice 
response  in  expert  systems  backend  programs  for  improving 
cancer  patient  treatment.  The  work  involves  the  integrating  of 
speech  input  with  the  ONCCIN  expert  system,  a Stanford 
University  cancer  treatment  protocol  manager. 

Later  this  year,  SSI  plans  to  introduce  an  end  user  system 
particularly  targeted  for  the  medical  industry  markets,  which  will 
be  able  to  provide  dictation  capabilities  for  various  prescribed 
medical  application  areas.  This  represents  a limited  prototype  of 
the  still-elusive  general  voice  response-based  dictation  machine. 

SSI  was  also  recently  awarded  a Phase  II  contract  from  NASA 
entitled  "Phoneme  Based  Speech  Recognition  System  for  High 
Stress,  Moderate  Noise  Environment." 

• The  Phase  I contract  examined  the  effects  of  stress  on 
recognition  accuracy  for  a phonetic-based  system. 

• The  Phase  II  contract  will  take  the  results  from  Phase  I and 
develop  for  NASA  a high-performance,  phoneme-based  speech 
recognition  test  bed. 

• Areas  to  be  addressed  and  evaluated  are:  improved  recognition 
by  using  parallel  processing;  analysis  of  dialectical  variations; 
and  developments  aimed  at  making  the  system  more  insensitive 
to  various  types  of  noise. 


Geographic  The  principal  targeted  geographic  market  for  SSI  is  the  U.S. 

Markets 


The  company  has  sales  offices  located  at  company  headquarters  in 
Tarzana  (CA)  and  in  Chicago  (IL).  There  is  also  a company 
marketing  representative  located  in  Washington,  D.C. 
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COMPANY  HIGHLIGHT 


SPIRIDELLIS  & ASSOCIATES,  INC. 

I 133  Avenue  of  the  Americas 
New  York,  NY  10036 
(212) 221-7270 


Nikolaos  T.  Spiridellis,  President 
Private  Corporation 
Total  Employees:  300 
Total  Revenues,  Fiscal  Year  End 
12/31/81:  $16,000,000 


PRINCIPAL  BUSINESS 


• Spiridellis,  established  in  1974,  offers  systems  and  applications  software 
consulting,  disaster  recovery  planning  and  services,  and  data  processing 
instruction  to  large  business  firms. 

• In  January  1981,  the  company  expanded  into  processing  services,  with  the 
opening  of  a data  center  in  Piscataway  (NJ). 

FINANCIALS  ($  thousands) 

1977 
2,100 
I 10% 

SOURCES  OF  REVENUE 


Professional  services 

85% 

Processing  services 

10% 

Education 

5% 

DIVISIONS/SUBSIDIARIES 


Total  revenues 
. Percent  increase 
from  previous  year 


1981 

$16,000 

60% 


1980 

$10,000 

43% 


1979 
$ 7,000 
126% 


1978 
$ 3,100 
48% 


• General  Consulting  provides  application  program  design,  implementation,  and 
support  services. 

• Advanced  Technology  Group  offers  consulting  services  in  the  design  and 
implementation  of  recent  technology  in  internal  systems,  and  systems  soft- 
ware maintenance  on  a contract  basis. 

• CompEd  provides  EDP  instruction  for  corporate  clients. 

• Data  Center  Division  is  a fully  staffed  computer  facility  providing  support  to 
the  three  other  divisions,  as  well  as  specialized  services  directly  to  its  own 
client  base. 
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EMPLOYEES 

• As  of  November  1981,  Spiridell is  had  the  following  employees: 


Marketing  and  Sales 

12 

Programmers  and  Analysts 

264 

Computer  Operations 

9 

General  and  Administrative 

25 

300 

PRODUCTS  AND  SERVICES 

• Spiridell  is  professional  services  revenues  are  derived  from  commercial  clients 
with  a majority  coming  from  manufacturing  and  insurance  firms.  Professional 
services  include  customized  applications  software  design,  systems  design, 
software/hardware  evaluation,  cost  benefit  analysis,  software  programming 
and  maintenance,  project  management,  and  facilities  management. 

Areas  of  expertise  include: 

. Data  base  oriented  telecommunication  systems. 

. Design  and  implementation  of  interactive  systems. 

. Evaluation  and  analysis  of  hardware/software  environment. 

. Distributed  processing  systems. 

Examples  of  projects  undertaken: 

. For  magazine  publishers,  creating  sales  analysis  and  forecast 
modeling  software. 

. For  worldwide  travel  reservation  systems,  designing  an  interface 
between  IBM  4300  and  3033  utilizing  CICS. 

. For  an  insurance  company,  designing  applications  software  to 
handle  medical  claims  insurance. 

. Adapting  IMS  systems  for  banking,  brokerage,  and  travelers' 
check  applications. 

• The  Data  Center  division  works  with  the  Advanced  Technology  Group  to 
provide: 

Systems  software  maintenance. 

Consulting  in  data  center  operations  management. 

Disaster  recovery  studies,  audits  and  full  back-up  facilities. 

Computer  time  sales,  for  general  development  work  and  for  applica- 
tions development  using  CMS  and  TSO. 

Processing  services. 

Third-party  evaluations  and  benchmarks  of  systems  and  applications 
software  packages. 
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• Comp  Ed  offers  live-lecture  based  DP  courses  to  corporate  customers  at  their 
site,  or  at  Spiridellis  facilities.  Course  work  may  be  customized  to  the  needs 
of  the  client.  Spiridellis  produces  all  the  educational  materials  used  in  its 
classes. 

INDUSTRY  MARKETS 


Manufacturing/Distribution 

40.0% 

Transportation 

3.0% 

Utilities 

6.0% 

Banking  and  Finance 

15.0% 

Insurance 

26.0% 

Medical/Hospital 

3.0% 

Retail 

3.5% 

Wholesale 

3.5% 

100.0% 

• Ninety-five  percent  of  Spiridellis  customers  are  from  Fortune  1000  companies. 

GEOGRAPHIC  MARKETS 


New  York  State 

60% 

New  Jersey 

35% 

Texas 

3% 

Connecticut 

2% 

100% 

• Corporate  offices  are  located  in  New  York  City,  with  consulting  offices  in 
Piscataway  (NJ),  Dallas  (TX),  McLean  (VA)  (serving  Washington  DC),  and 
Stamford  (CT). 

COMPUTER  HARDWARE  AND  SOFTWARE 

I IBM  3031  operating  under  VM/MVS,  DOS/VSE,  CICS,  IMS,  etc. 

I HP  3000  operating  under  IMAGE,  QUERY. 

I DEC  PDP  I I . 
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Spider  Technologies,  Inc. 


Chairman:  Ofer  Ben-Shachar 

President  & CEO:  Zack  Rinat 

155  Constitution  Drive 
Menlo  Park,  CA  94025 
Phone:  (415)462-7600 

Fax:  (415)617-5920 

Internet:  http://www.w3spider.com 


Status:  Private 

Employees:  40  (8/96) 


Company  Description 

Spider  Technologies  is  a provider  of  products 
and  services  to  corporations,  ISVs,  and 
systems  integrators  that  enable  rapid 
development  and  deployment  of  Internet  and 
intranet  business  applications. 

The  company  develops  and  markets  open 
software  solutions  that  integrate  with 
databases  and  other  sources  of  corporate 
information  to  create  interactive  database 
applications  on  the  Web. 


Spider  Technologies  was  founded  in  1995  to 
meet  the  growing  needs  of  companies, 
developers,  and  systems  integrators 
incorporating  the  Web  into  their  current 
computing  environments. 

Organization  and  Structure 

Spider  Technologies  is  headquartered  in 
Menlo  Park  (CA). 

Key  executives  of  the  company  are  listed  on 
the  following  page. 
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Spider  Technologies  Key  Executives 


Name 

Title 

Ofer  Ben-Shachar 
Zack  Rinat 
Doron  Sherman 
Nancy  F.  Colwell 
Russ  Harris 
Nanda  Kishore 
Pam  Reilly 

Chairman  & CTO 
President  & CEO 
Chief  Scientist 
VP  Marketing 
VP  Operations 
VP  Engineering 
VP  Sales 

Employees 

In  November  1995,  the  company  had 
approximately  12  employees. 

Spider  Technologies  currently  has  40 
employees. 

Key  Products  and  Services 

Spider  Technologies’  principal  product  is 
NetDynamics,  a Web/database  application 
builder  that  integrates  visual  development,  a 
Java  application  server,  and  WAN  scaleable 
database  access,  creating  an  architecture  for 
the  development  of  commercial-grade 
business  applications  on  the  Internet  or 
corporate  intranets. 

NetDynamics  provides  a GUI  development 
environment  integrated  with  the  Java 
scripting  language  that  generates  server-side 
Java  code  for  database  applications  that  run 
on  the  NetDynamics  application  server. 

The  product  is  comprised  of  three  elements: 

• A set  of  development  tools  for  constructing  a 
framework 

• A code  generator  for  creating  Java  classes 

• An  application  server 

NetDynamics  supports  Windows  95,  NT.  and 
UNIX  platforms,  and  applications  can  be 


deployed  on  either  an  NT  or  UNIX 
NetDynamics  application  server. 

NetDynamics  is  compatible  with  any  Web 
server,  Web  browser,  HTML  editors,  and  Web 
GUIs  such  as  HTML.  Java,  PDF,  or  VRML. 

NetDynamics  also  provides  native  connections 
to  major  databases,  including  Informix, 
Microsoft  SQL  Server,  Oracle,  Sybase,  and 
any  ODBC  compliant  database. 

Spider  Technologies  also  announced  in  May 
1996  that  NetDynamics  supports  JDBC  for 
database  connectivity,  which  will  allow 
developers  of  Web  applications  using  the 
product  to  develop  Java-powered  Web 
applications  that  can  utilize  either  JDBC  or 
existing  client/server  database  connectivity 
solutions. 

NetDynamics  is  available  for  $1,295  per 
developer. 

In  conjunction  with  NetDynamics,  Spider 
Technologies  provides  support,  training,  and 
consulting  services. 

Clients 

Company  clients  have  developed  a variety  of 
applications  using  Spider  Technologies 
products,  including  technical  support  systems, 
customer  registration,  product  catalogs,  on- 
line publishing,  and  financial  investment  and 
medical  records  tracking. 

A sampling  of  clients  includes  Merrill  Lynch, 
Intel,  Picker  International,  and  the  following: 

• Investors  Group  (Winnipeg,  Canada)  is 
using  Spider  Technologies  products  to 
develop  an  application  that  will  allow  its 
national  sales  force  to  go  to  the  company 
intranet  for  up-to-the-minute  mutual  fund 
prices,  a corporate  directory,  fund 
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performance  reviews,  tax  libraries, 
bulletins,  and  other  corporate  information. 

• The  Collective,  a Michigan-based  Web 
presence  provider,  used  Spider  Technologies’ 
product  to  develop  a pilot  for  the  Metro 
Daily  entertainment  and  news  weekly. 

• Metropolitan  Indianapolis  Board  of  Realtors 
used  Spider  Technologies  products  to 
develop  a Web-based  multiple  listing  service 
for  the  entire  central  Indiana  region. 

Marketing  and  Sales 

Spider  Technologies  has  co-marketing 
agreements  with  Gradient  Technologies, 
Informix,  PeopleSoft,  and  Dataware. 

Company  products  are  sold  directly  by 
Spider’s  sales  force,  and  indirectly  by  a 
network  of  resellers  in  the  U.S.,  Europe, 

South  America,  Australia,  and  Asia. 

Alliances 

Spider  Technologies  has  relationships  with 
database  providers,  including  Informix, 

Oracle,  and  Sybase;  hardware  vendors  such  as 
DEC,  Hewlett-Packard,  Silicon  Graphics,  and 
Sun  Microsystems;  and  Internet  companies 
including  Dataware  Technologies  and 
Netscape  Communications. 

Specific  relationships  involving  Spider 
Technologies  include  the  following: 

• Gradient  Technologies  and  Spider 
Technologies  have  a joint  development  and 
marketing  agreement  under  which  the  two 
companies  will  integrate  the  security  and 
distribute  the  computing  services  of 
Gradient’s  WebCrusader  intranet  suite  and 
Spider’s  NetDynamics. 

• Informix  Software  selected  Spider 
Technologies  as  an  Informix  Workgroup 
Premier  Partner;  additionally,  the  two 


companies  have  an  agreement  for  Spider 
Technologies  to  provide  an  integrated 
developer  bundle  that  includes  an  OnLine 
Workstation  license  with  NetDynamics. 

• PeopleSoft  is  working  with  Spider 
Technologies  to  provide  PeopleSoft 
customers  the  ability  to  extend  PeopleSoft 
applications  for  deployment  on  the  Web. 

• Dataware  is  working  with  Spider  to  provide 
customers  with  full  text  search  and  retrieval 
capabilities  with  in  the  NetDynamics 
environment. 

Additionally,  Spider  Technologies  recently 
announced  its  BusinessLink  Partner  Program, 
a program  designed  to  meet  the  needs  of 
consultants,  application  developers,  and 
systems  integrators  in  delivering  Internet  and 
intranet  solutions  for  business. 

Featuring  NetDynamics,  the  program  offers 
several  resale,  support,  and  training  options. 

• The  BusinessLink  Evangelist  program  is 
intended  for  companies  in  the  services 
business  or  not  focused  on  reselling 
products. 

• The  BusinessLink  Developer  program 
provides  free  internal  use  software  for  early 
application  delivery;  training,  support,  and 
the  right  to  resell  Spider  products  are  also 
part  of  this  program. 

• The  BusinessLink  Commercial  program  is 
for  providers  specializing  in  value-added 
services  in  hardware,  networking, 
application  software,  project  management, 
training,  and  software  integration  to  end 
users  for  custom  projects. 

• The  BusinessLink  Training  program 
provides  partners  with  marketing  support 
from  Spider. 
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Current  members  of  the  BusinessLink 
Partners  Program  include  Business  Solutions, 
Inc.,  Lante  Corp.,  and  NexGen  SI. 

Competition 

Spider  Technologies  faces  competition  from 
competing  products  offered  by  NeXT  Software 
and  Oracle,  and  faces  future  competition  from 
traditional  tool  and  database  companies  like 
Sybase,  Inc. 

INPUT  Assessment 

Spider  Technologies’  strengths  include: 

• The  Java-based  foundation  of  NetDynamics 

• Strong  relationships  with  high-profile 
database  and  Internet  companies 


• The  industry  knowledge  and  experience  of 
company  management 

• Leadership  position  in  a high-growth 
market 

Future  challenges  include: 

• Development  and  introduction  of  a more 
extensive  product  line 

• Continued  innovation  and  refinement  of 
NetDynamics 

• Increasing  competition  from  established  and 
new  companies 
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Sprint  Corporation 

Chairman  & CEO: 

William  T.  Esrey 

P.O.  Box  11315 

Kansas  City,  MO 

64112 

Phone: 

(913)  624-3000 

Fax: 

(913)  624-2256 

Status:  Public 

Employees:  51,600(12/94) 

Total  Revenue:  $ 12,661,800,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• As  one  of  the  nation’s  three  major  long- 
distance companies,  Sprint  designed  and 
built  the  first  and  only  nationwide,  100% 
digital  fiber-optic  network  for  voice,  data 
and  video  transmissions  in  the  U.S. 

• In  June  1994,  Sprint  announced  a $4  billion 
partnership  with  France  Telecom  and 
Deutsche  Telekom  that  will  strengthen 
Sprint’s  position  in  the  global 
telecommunications  services  market. 

• In  October  1994,  Sprint  announced  a joint 
venture  with  Tele-Communications,  Inc. 


(TCI),  Comcast  and  Cox  Communications 
that  will  deliver  a package  of  local,  long 
distance,  wireless  and  cable  services  to 
consumers  and  businesses, 

• In  December  1994,  Sprint  announced  a 
proposed  venture  with  Telmex,  Mexico’s 
largest  telecommunications  carrier,  to 
provide  seamless  cross-border  voice,  video 
and  data  services  between  Mexico  and  the 
U.S. 

• In  July  1995,  Sprint  launched  a 
transoceanic  Internet  link  capable  of 
carrying  Internet  traffic  at  speeds  17  times 
faster  than  currently  available  and 
representing  the  world’s  first  international 
broadband  Internet  service. 
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• In  July  1995,  Sprint  announced  the  launch 
of  a global  VSAT  satellite  service  as  an 
alternative  for  secure  digital  networking 
between  the  U.S.  and  Latin  America. 

Company  Description 

Sprint  owns  various  subsidiaries  that  provide 
globhl  long-distance  voice,  data  and  video 
products  and  services;  local  telephone  services 
to  more  than  6.5  million  customer  lines  in  19 
states;  cellular  operations  that  serve  87 
metropolitan  markets  and  rural  service  areas 
in  14  states;  telecommunications  equipment; 
and  directory  publishing  services. 

Information  services  provided  by  Sprint 
include  network  services,  network  integration 
and  software  products. 

Company  History 

Sprint  was  founded  in  1899  and  became 
known  later  as  United  Telecommunications, 
Inc.  (United  Telecom). 

In  July  1986,  United  Telecom  combined  its 
U.S.  Telecom  voice  and  data  communications 
operations  with  those  of  GTE  Sprint  and  GTE 
Telenet  to  form  US  Sprint  Communications 
Company,  a partnership  then  owned  equally 
by  United  Telecom  and  GTE  Corporation. 

The  partnership  was  formed  to  provide 
domestic  and  international  long-distance  voice 
and  data  communications  services. 

In  January  1989,  United  Telecom  acquired  an 
additional  30.1%  interest  in  US  Sprint 
Communications.  The  final  cost  of  this 
interest  was  approximately  $600  million. 

Effective  January  1,  1992,  United  Telecom 
acquired  from  GTE  the  remaining  19.9% 
partnership  interest  in  US  Sprint 
Communications  for  $530  million.  In 
February  1992,  United  Telecom  changed  its 
name  to  Sprint  Corporation,  enabling  the 


company  to  benefit  from  Sprint’s  well- 
established  identity. 

In  March  1993,  Sprint  acquired  Centel 
Corporation,  a Chicago-based  independent 
telephone  and  cellular  company,  establishing 
Sprint  as  one  of  the  nation’s  largest  cellular 
and  wireless  operators  and  the  only  major 
domestic  company  to  provide  cellular,  long 
distance  and  local  telecommunications 
services. 

Structure  and  Operations 

Sprint’s  current  organization  is  shown  in  the 
exhibit  and  includes  the  following  units: 

• The  Long  Distance  Division,  with  $6.8 
billion  in  annual  revenues,  provides 
domestic  and  international  voice  and  data 
communications  services.  The  division 
serves  nearly  eight  million  customers  with 
the  only  nationwide  100%  digital,  fiber-optic 
network  in  the  U.S.  It  also  provides  voice 
services  to  100%  of  the  world’s  direct-dial 
countries.  Sprint  also  owns  and  operates 
SprintNet®,  one  of  the  world’s  largest  global 
data  networks,  with  switching  centers  in 
more  than  300  major  cities  in  Europe,  Asia 
and  Latin  America. 

- The  Business  Services  Group,  based  in 
Kansas  City,  provides  outbound  and  800 
services,  business  communications 
services,  data  services,  calling  card 
services  and  invoicing  and  reporting 
solutions  to  business,  government  and 
hospitality  customers.  Units  within  this 
group  include: 

• The  Diversified  Brands  Group  markets 
to  wholesalers  and  resellers  of  long 
distance  services. 
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Exhibit 

Sprint  Corporation  Organization  Chart 
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• The  Government  Systems  Division 
focuses  on  marketing  to  government 
agencies,  including  providing  services 
under  Sprint’s  40%  share  of  the  FTS- 
2000  contract. 

• The  Hospitality  Management  Group 
provides  one-stop  shopping  to  hotels  and 
motels  for  operator,  long  distance,  800, 
facsimile  and  data  transmission  services. 

- The  Consumer  Services  Group,  based  in 
Kansas  City,  services  residential 
customers. 

- Multimedia  and  Strategic  Services,  formed 
in  1993,  is  headquartered  in  Kansas  City 
(MO)  and  integrates  Sprint’s  domestic 
messaging,  fax,  audio  and 
videoconferencing,  interactive  800  and  900 
services  and  voice  response  unit  (VRU)- 
based  technologies. 

- Sprint  International,  based  in  Reston 
(VA),  was  formed  in  January  1990  from 
the  combination  of  US  Sprint 
Communications’  international  voice 
division  and  Telenet  Communications 
Corporation.  Sprint  International 
provides  voice,  data,  and 
videoconferencing,  along  with  networking, 
support  and  management  services  to 
international  and  multinational 
customers. 

• The  Local  Communications  Services 
Division,  with  annual  revenues  of  $4.41 
billion,  includes  rate-regulated  local 
exchange  carriers  (LECs),  organized  into 
seven  administrative  groups. 

- These  local  telephone  companies  serve 
approximately  6.5  milhon  access  lines  in 
19  states,  providing  a range  of 
telecommunications  voice,  video  and  data 
products  and  services. 


- In  addition  to  furnishing  local  exchange 
services,  Sprint’s  local  communications 
services  companies  provide  intra-LATA 
long  distance  service  and  access  by  other 
carriers  to  Sprint’s  local  exchange 
facilities. 

• Sprint/North  Supply  Company,  based  in 
Gardner  (KS),  is  a nationwide  wholesale 
distributor  of  more  than  30,000 
telecommunications,  security  and  alarm,  as 
well  as  electrical  products  from  more  than 
1,200  manufacturers.  With  1994  revenue  of 
$829  million,  North  Supply  also  provides 
warehousing  and  physical  distribution 
services  to  several  Regional  Bell  Holding 
Company  subsidiaries. 

• Sprint  Publishing  and  Advertising,  based  in 
Overland  Park  (KS)  with  1994  revenue  of 
$279.6  million,  publishes  and  markets  335 
white-  and  yellow-page  telephone  directories 
across  20  states.  Sprint  Publishing  and 
Advertising’s  subsidiary — Sprint  Integrated 
Marketing  Services — offers  database 
management,  market  research, 
telemarketing,  direct  response  and 
fulfillment  services. 

• The  Cellular  and  Wireless  Division 
primarily  consists  of  Sprint  Cellular 
Company,  headquartered  in  Chicago  (IL). 
With  1994  revenue  of  $701.8  million, 
operates  cellular  systems  in  87  metropolitan 
and  rural  service  areas  in  14  states  and  has 
ownership  interests  in  53  other  markets. 
Sprint  Cellular  had  more  than  one  million 
customers  as  of  the  end  of  1994. 

Sprint  also  has  a number  of  equity 
investments,  alliances  and  joint  ventures 
which  are  described  in  the  Alliances  section  of 
this  profile. 
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Company  Strategy 

Sprint’s  vision  is  to  deliver  the  industry’s  best 
package  of  integrated  communications 
services — voice,  video,  data  and  wireless. 

• Sprint  is  seeking  to  expand  its  presence 
beyond  the  local,  long  distance  and  wireless 
markets  to  the  cable  TV  area  through  its 
joint  venture  with  TCI,  Comcast  and  Cox. 

- Because  the  cable  systems  of  TCI,  Comcast 
and  Cox  cover  the  “last  mile”  to  the  home 
or  office  with  broadband  transmission 
capacity,  they  are  a perfect  complement  to 
Sprint’s  nationwide  fiber-optic  long 
distance  network. 

- Sprint  is  already  testing  a new  broadband 
service — Customer  Choice  2000 — in  Little 
Rock  (AR).  The  service  delivers  (over  a 
single  fine)  Sprint  long  distance,  22 
channels  of  cable  TV,  plus  switched  video 
and  data  services. 

• Sprint’s  integrated  service  strategy  also 
includes  global  reach  and  wireless 
technology. 

Building  on  its  leadership  in  deploying 
nationwide  long  distance  broadband 
capabilities,  developing  global  voice  and  data 
communications,  modernizing  local  networks 
and  developing  advanced  cellular 
infrastructure,  Sprint’s  divisions  are 
developing  and  testing  a range  of  multimedia 
applications  and  related  support  services  for 
their  respective  markets. 

• These  applications  range  from  telemedicine, 
distance  learning  and  computer-assisted 
engineering,  to  home  shopping,  home 
banking  and  movies-on-demand, 
videoconferencing,  interactive  "800"  number 
services,  transaction  processing,  high-speed, 
global  data  transmission  and  wireless  data 
and  personal  communications  services. 


The  Long  Distance  Division’s  key  strategies 

are  to: 

• Focus  resources  on  key  markets — pursuing 
the  opportunity  to  reach  millions  of 
additional  customers  through  Sprint’s  new 
cable  venture,  expanding  Sprint’s  brand 
recognition  and  positioning  for  the  future  by 
anticipating  regulatory  and  competitive 
changes. 

• Accelerate  revenue  while  improving 
operating  income  growth — implementing  an 
advanced  broadband  infrastructure  that 
improves  efficiency,  reduces  costs  and 
enhances  business  process  improvement  and 
offering  reliable  services. 

• Capitalize  on  worldwide  service 
offering — growing  international  markets 
through  strategic  alliances  and  expansion  of 
Sprint’s  global  network  facilities. 

The  Local  Telecommunications  Division’s  key 

strategies  are  to: 

• Accelerate  operating  income  growth  and 
improve  cost  efficiency — improving 
operating  efficiencies  through  continued 
process  improvement,  selective 
organizational  streamlining  and  information 
systems  enhancements,  with  increased 
emphasis  on  marketing  nonregulated,  value- 
added  products  and  services. 

• Further  enhance  network 
technologies — deploying  technologies  to 
meet  emerging  demand  for  advanced, 
broadband  services. 

• Seek  regulatory  and  legislative 
changes — encouraging  progressive  public 
policies. 

The  Cellular  and  Wireless  Division’s  key 

strategies  are  to: 
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• Expand  customer  base — broadening  and 
diversifying  distribution  channels  and 
attracting  and  retaining  customers  through 
exceptional  customer  service. 

• Strengthening  incumbent  position — building 
on  Sprint’s  network  infrastructure  and 
maximizing  customer  service  and  marketing 
advantages  to  prepare  for  future  personal 
communications  services  (PCS)  competition, 
leveraging  the  Sprint  brand  and  pursuing 
integration  opportunities  with  Sprint’s  PCS 
plans. 

• Improve  operating  margins  and  financial 
results — enhancing  average  revenue  per 
customer  and  improve  yield  per  minute  of 
use,  cut  fraud  and  bad  debt,  consolidate 
functions  and  use  more  efficient 
technologies. 

Sprint/North  Supply  strategies  include 

increasing  operating  income  and  emphasizing 


high-margin  products  while  concentrating  on 
customer  service,  process  improvement  and 
solution  selling  to  position  as  the  industry’s 
leading  distributor. 

Directory  publishing  strategies  include 
improving  customer  satisfaction, 
implementing  a market-focused,  value-based 
pricing  strategy,  growing  the  core  business 
while  investigating  alternatives  for  Yellow 
Pages  delivery  and  continuing  to  automate 
and  integrate  sales,  graphics  and  production 
functions. 

Financials 

Sprint’s  total  1994  revenue  reached  $12.66 
million,  an  11%  increase  over  1993  revenue  of 

$11.37  billion. 

In  the  five-year  summary  on  the  following 
page,  financials  prior  to  1993  have  been 
restated  to  reflect  the  pooling-of-interests 
acquisition  of  Centel  in  March  1993. 
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Sprint  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$12,661.8 

$11,367.8 

$10,420.3 

$9,933.3 

$9,469.8 

• Percent  change  from 

previous  year 

11% 

9% 

5% 

5% 

11% 

Operating  income 

$1,787.8 

$1,250.6 

$1,213.4 

$1,185.6 

$1,045.3 

• Percent  change  from 

(a) 

(a) 

previous  year 

43% 

3% 

2% 

13% 

(3%) 

Income  from  continuing  operations 

$883.7 

$480.6 

$496.1 

$472.7 

$351.1 

• Percent  change  from 

(b) 

(b) 

previous  year 

84% 

(3%) 

5% 

35% 

(1%) 

Net  income 

$890.7 

$54.9 

$502.8 

$520.2 

$368.6 

• Percent  change  from 

(c) 

previous  year 

★ 

(89%) 

(3%) 

41% 

(54%) 

Net  earnings  per  share 

$2.55 

$0.15 

$1.48 

$1.55 

$1.11 

• Percent  change  from 

(c) 

previous  year 

★ 

(90%) 

(5%) 

40% 

(55%) 

* Percent  change  exceeds  1,000%. 

(a)  Includes  merger,  integration  and  restructuring  costs  of  approximately  $292.5  million  in  1993  and  $72.3 


million  in  1990. 

(b)  Includes  gains  on  the  divestiture  telephone  and  cellular  properties  of  $81.1  million  in  1992  and  $113.9  million 
in  1991. 

(c)  Includes  a cumulative  charge  of  $384.2  million  ($1.12  per  share)  for  changes  in  the  method  of  accounting  for 
postretirement  and  postemployment  benefits. 

Revenue  Analysis  by  Product  Line 

Approximately  54%  of  Sprint’s  1994  revenue 
was  derived  from  its  various  long  distance 
communications  services,  35%  from  local 
communications  services  and  the  remainder 


from  cellular  and  wireless  operations,  product 
distribution  and  directory  publishing. 


A three-year  summary  of  source  of  revenue  is 
shown  on  the  following  page. 
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Sprint  Corporation 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Product/Service 

Revenue 

$ 

Percent  of 
Total* 

Revenue 

$ 

Percent  of 
Total* 

Revenue 

$ 

Percent  of 
Total* 

Long  distance  communications 
services 

$6,805.1 

54% 

$6,139.2 

54% 

$5,658.2 

54% 

Local  communications  services 

- Local  Service 

- Network  access 

- Toll  service 

- Other 

$1,752.3 

1,598.4 

529.3 

14% 

13% 

4% 

4% 

$1,624.3 

1,530.4 

505.3 

466.0 

14% 

13% 

4% 

4% 

$1,507.4 

1,425.8 

487.5 

441.5 

14% 

14% 

5% 

4% 

$4,412.8 

35% 

$4,126.0 

36% 

$3,862.2 

37% 

Cellular  and  wireless 

$701.8 

5% 

$464.0 

4% 

$322.2 

3% 

Sprint/North  Supply 

$829  1 

7% 

$677.2 

6% 

$594.0 

6% 

Sprint  Publishing 

$279.6 

2% 

$268.0 

2% 

$257.0 

2% 

Other 

- 

- 

-- 

— 

11.9 

— 

(Eliminations) 

$(366.6) 

(3%) 

$(306.6) 

(3%) 

$(285.2) 

(2%) 

Total 

$12,661.8 

100% 

$11,367.8 

100% 

$10,420.3 

100% 

Each  of  Sprint’  primary  divisions — long 
distance,  local  and  cellular/wireless 
communications  services — generated  record 
levels  of  net  operating  revenues  and 
improved  operating  results  in  1994. 

• Long  distance  net  operating  revenues 
increased  11%  in  1994,  following  a 9% 
increase  in  1993  due  to  traffic  volume 
growth  of  11%  and  8%,  respectively. 
Revenue  increases  reflect  ongoing  growth 
in  the  international,  business  and 
residential  markets. 


• Local  communications  services  revenues 
increased  7%  both  in  1994  and  1993, 
reflecting  continued  increases  in  the 
number  of  access  lines  served  and  growth 
in  add-on  services,  such  as  custom  calling 
features.  Network  access  revenues, 
derived  from  interexchange  long  distance 
carriers’  use  of  the  local  network  to 
complete  calls,  increased  as  a result  of 
increased  traffic  volumes,  partially  offset 
by  periodic  reductions  in  network  access 
rates  charged. 
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• Cellular  and  wireless  revenues  increased 
51%  primarily  due  to  a 59%  increase  in 
the  number  of  cellular  subscribers,  which 
was  partially  offset  by  a decline  in  service 
revenue  per  customer. 

• Telecommunication  product  sales  rose  22% 
during  1994,  reflecting  additional 
nonaffiliated  contracts  and  increased  sales 
to  the  Local  Telecommunications  Division, 
partially  as  a result  of  sales  to  the  merged 
Centel  telephone  operations. 

• Telephone  directory  and  advertising  sales 
rose  4%  during  1994. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1995  reached  $6.64  billion,  a 7%  increase 
over  $6. 18  billion  for  the  same  period  in 
1994.  Net  income  for  the  period  rose  nearly 
11%,  from  $425  million  to  $470  million. 

Industry  Markets 

Sprint’s  customers  include  commercial  and 
government  organizations,  as  well  as 
consumers. 

Geographic  Markets 

Sprint  operates  local  telecommunications 
services  in  Florida,  Illinois,  Indiana, 

Kansas,  Minnesota,  Missouri,  Nebraska, 
Nevada,  New  Jersey,  North  Carolina,  Ohio, 
Oregon,  Pennsylvania,  South  Carolina, 
Tennessee,  Texas,  Virginia,  Washington  and 
Wyoming. 

International  offices  are  in  Australia, 
Belgium,  Canada,  France,  Germany,  Hong 
Kong,  Israel,  Italy,  Japan,  Korea,  Mexico, 
the  Netherlands,  Norway,  Puerto  Rico, 
Russia,  Spain  and  the  U.K. 


Acquisitions 

In  1995,  Sprint  acquired  the  assets  of 
SABRE  Healthcare  Information  Services,  a 
unit  of  AMR  Corporation’s  SABRE  Group. 

• SABRE  Healthcare  Information  Services 
developed  software  technology  and 
capabilities  for  community  health 
information  networks,  including  user- 
friendly  computer  terminal  screens  for 
physicians  to  access  patient  information 
and  medical  data  such  as  lab  and 
radiology  results.  The  SABRE 
Healthcare  product  also  includes  an  e- 
mail  system  and  software  that  interfaces 
with  clinical  systems. 

• The  operations  of  SABRE  Healthcare 
will  be  merged  into  Sprint’s  newly 
formed  Sprint  Healthcare  Systems,  Inc., 
a business  unit  within  the  Local 
Communications  Division  that  is 
dedicated  to  serving  the  health  care 
community  with  advanced 
communications  solutions  to  voice,  data, 
video  and  systems  integration  needs. 

• Sprint  will  market  its  community  health 
information  and  integrated  delivery 
networks  and  related  products  and 
services  under  the  name  “Navigen.” 

Effective  March  9,  1993,  Sprint  merged  with 
Chicago-based  Centel  Corporation  for 
approximately  119  million  shares  of  Sprint 
common  stock,  valued  at  $4.7  billion. 

• Centel,  with  nearly  8,000  employees  at  the 
time  of  the  acquisition  and  1992  revenue 
of  about  $1.18  billion,  provides  local 
exchange  and  cellular/wireless 
communications  services. 

• The  operations  of  Centel  have  been 
merged  into  Sprint. 
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Employees 

As  of  December  31,  1994,  Sprint  had 
approximately  51,600,  segmented  as  follows: 


Long  Distance  Division 19,990 

Local  Telecommunications 

Division 26,887 

Cellular  and  Wireless  Division...  2,172 
Product  distribution  and 

directory  publishing 1,697 

Other 854 

51,600 


The  company  currently  has  approximately 
51,600  employees. 

Key  Products  and  Services 

The  following  discussion  will  focus  on  the 
network  services  and  software  systems 
provided  by  Sprint. 

Business  Communications  Solutions 
Sprint  has  packaged  its  business 
communications  services  into  five  Business 
Communications  Solutions — Business 
SenseSM  and  The  Most  for  BusinessSM  for 
smaller  businesses  with  basic 
communications  needs;  Real  Solutions™  and 
Sprint  Clarity®  for  larger  businesses  with 
more  comphcated  requirements;  and  Sprint 
Premiere™  for  the  largest  businesses  with 
sophisticated  networking  requirements. 

Each  Business  Communications  Solution 
consists  of  strategically  chose  voice,  data 
and  video  services. 

Sprint  Premiere  integrates  voice  and 
switched  data  services — VPN  Premiere™, 
800  Premiere™  and  SDS  Premiere™ — onto 
a customized  network,  engineered  to  client 
specifications  to  provide  all  voice,  data, 
video  and  imaging. 

• Sprint  VPN  Premiere,  evolution  of  Sprint’s 
original  Virtual  Private  Network  service, 


is  a software-defined  platform  that  makes 
it  possible  to  connect  all  domestic  and 
international  locations  in  a single 
network. 

• International  VPN  extends  VPN 
functionality,  including  its  dialing  plan, 
throughout  the  world,  combining  voice, 
data  and  ISDN  capabilities  into  a single 
service. 

• Sprint  800  Premiere  supports  custom  800 
service  solutions. 

• Sprint  SDS  Premiere  is  the  next 
generation  of  Sprint  Switched  Data 
Services.  It  features  a software-defined 
platform  making  it  possible  to  easily 
configure  and  reconfigure  client  networks’ 
on  demand  to  satisfy  dynamic  bandwidth 
requirements  for  digital  data,  video  and 
imaging  applications. 

Data  Services  and  Systems 

Sprint  owns  and  operates  SprintNet,  the 
global  public  data  network  that  allows 
customers  to  link  host  computers,  terminals, 
workstations  and  PCs  together  to  perform  a 
range  of  applications. 

• The  network  is  managed  24  hours  a day 
from  Sprint’s  Network  Control  Center  in 
Reston  (VA).  The  center  has  Sprint 
TPS5000  computers  installed  in  support  of 
SprintNet. 

• SprintNet  has  more  than  330 
international  access  centers  in  more  than 
47  countries  and  more  than  500  centers  in 
the  U.S.  to  allow  for  data  and  voice 
connections. 

• SprintNet  can  be  accessed  via  dial-up, 
dedicated  access  and  on-site  concentrators, 
from  thousands  of  locations  worldwide. 
Connect  options  include: 
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- DataCall  Plus®  provides  global  dial-up 
access  to  host  computers,  using  the 
SprintNet  data  network,  for 
asynchronous  and  X.25  applications  up 
to  14.4  kbps.  Optional  CPE  products 
provide  dial-up  access  from  remote  PCs 
to  IBM  hosts  supporting  3270,  5250  and 
AS/400  PC  support  sessions. 

- DataCallSM  800  provides  personal  800 
access  numbers  to  SprintNet,  with 
access  at  speeds  of  up  to  14.4  kbps  from 
every  local  exchange  in  the  continental 
U.S. 

- Global  Data  Connection  provides  a 
global,  two-way,  high-speed  permanent 
network  connection  at  speeds  up  to  256 
kbps.  The  link  can  be  configured  to 
support  host-to-host  or  terminal-to-host 
connections. 

- Custom  LinkSM  permits  clients  to 
customize  their  own  managed  global 
data  network  services  on  SprintNet 
through  three  options — One-to-One,  for 
point-to-point  connectivity;  All-to-One, 
for  centralized  or  star  networking;  and 
All-to-All  for  meshed  networking. 

- International  X.75  service  is  provided 
through  international  packet  switched 
public  data  networks  operated  by 
telecommunications  administrators 
(PTTs).  Dial  and  dedicated  access  are 
available  in  more  than  100  countries. 
Sprint  provides  a single-vendor  solution 
for  ordering  and  installation  of  service 
and  consolidated  billing.  Direct 
connections  and  collect  or  prepaid  calling 
options  are  also  features  of  the  service. 

• Sprint  has  also  launched  a global  VSAT 
satellite  service  between  the  U.S.  and 
Latin  America.  In  Latin  America,  Sprint 
will  deploy  VSATs  to  branch  office 


locations  which  communicate  with  hub 
earth  stations  owned  and  operated  by 
Sprint  in  the  U.S. 

SprintLink®  is  a wide-area  network  service 
for  users  requiring  TCP/IP  networking, 
support  for  TCP/IP  applications  (such  as 
Telnet,  FTP  and  SMTP)  and  access  to  the 
Internet.  SprintLink  is  available  by 
dedicated  access  from  the  more  than  300 
Sprint  points  of  presence  in  the  U.S. 

Sprint’s  Frame  Relay  solutions  help 
telecommunications  managers  design  and 
support  high-speed,  cost-effective, 
multiprotocol  networks.  Frame  relay 
services  are  available  from  350  U.S. 
locations  and  22  countries  around  the  world 
with  port  speeds  ranging  from  56  kbps  to 
1.536  Mbps. 

Sprint’s  asynchronous  transfer  mode  (ATM) 
service  is  available  with  DS3  (45Mbps) 
access.  ATM  provides  high-speed 
networking  for  customers  with  bandwidth- 
intensive applications  such  as  remote  host 
connectivity,  desktop  videoconferencing  and 
three-dimensional  imaging.  Sprint’s  ATM 
Service  supports  the  transport  of  both  data 
and  video  with  flexible  usage-sensitive  and 
flat-rate  pricing  packages. 

Sprint  is  a leading  provider  of  private  data 
network  solutions,  with  an  installed  base  of 
more  than  225  private  data  networks  (more 
than  50  of  which  were  designed  and  built  to 
the  exact  standards  of  public  data  networks 
offered  by  PTTs  and  value-added  network 
service  providers).  These  networks 
incorporate  Sprint’s  line  of  Telenet® 
communications  equipment,  now  known  as 
the  Alcatel  Data  Networks  1100TPX  family; 
switching  products,  featuring  the  Alcatel 
Data  Network  1100TPX  Switch;  bandwidth 
management  products;  and  network 
management  products. 
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For  hybrid  networks,  Sprint  can  provide  all 
customer  premises  equipment  (CPE),  plus 
provisioning,  installation  and  maintenance 
of  the  CPE,  with  end-to-end  network 
management.  CPE  products  include 
protocol  conversion,  terminal  concentration, 
switching,  channel  banks,  channel  service 
units,  data  service  units,  terminal  interface 
units  and  modems. 

Sprint  Managed  Network  Service  provides  a 
global  LAN/WAN  internetworking  solution 
for  linking  geographically  remote  LAN’s 
across  Sprint’s  Frame  Relay,  SprintNet  X.25 
and  Clearline®  Private  Line  services, 
including  network  design,  installation, 
configuration,  management  and 
maintenance  services. 

Clearline  Private  Line  Services  provide 
unlimited  line  availability  between  locations 
24  hours  a day,  at  a flat  monthly  rate. 
Services  are  provided  over  Sprint’s 
nationwide  all-digital  fiber-optic  network 
and  Digital  Cross  Connect  Systems  for 
centralized,  remote  monitoring. 

• Clearline  45  (U.S.  only)  is  a fully  digital, 
high-capacity  circuit  that  transmits  voice, 
data  and  video  at  the  North  American 
standard  of  44.736  Mbps  and  is  specially 
suited  for  large  volume,  high-speed 
transmission  at  a competitive  rate. 

• Clearline  1.5  (U.S.  and  international)  is  a 
fully  digital,  high-capacity  circuit 
transmitted  at  the  North  American 
standard  of  1.544  Mbps  for  transmitting 
voice,  data,  video,  electronic  mail, 
facsimile  and  other  services  using  digitally 
encoded  signals  simultaneously. 

• Clearline  Fractional  1.5  (U.S.  and 
international)  is  an  application- specific, 
banded  speed,  dedicated  digital  service 
providing  from  112  to  1,472  kbps  of  usable 


bandwidth  used  for  applications  such  as 
medical  diagnostic  imaging  and  high- 
resolution  fax  and  video  presentations.  It 
is  an  economical  alternative  to  Tl. 

• Clearline  2.0  (International)  is  a dedicated 
digital  circuit  that  conforms  to  the  CCITT 
standard  transmission  of  2.048  Mbps. 
Voice,  data  and  video  services  can  be 
combined  over  30  channels  of  available 
bandwidth.  The  service  is  suited  for 
international  bulk  data  transfers  and 
high-speed  data  requirements. 

• Clearline  Fractional  2.0  (International)  is 
a high-capacity,  dedicated  digital  service 
transmitted  at  1.024  Mbps  and  is  offered 
as  a single  unchannelized  circuit. 

• Clearline  Digital  Data  Service  (U.S.  and 
international)  is  a single,  end-to-end,  all- 
digital  dedicated  circuit  that  supports 
synchronous  data  transmission  at  speeds 
of  2.4,  4.8,  9.6,  56  and  64  kbps  in  the  U.S. 
for  point-to-point  and  multipoint 
applications.  Internationally,  service  is 
transmitted  synchronously  at  the  North 
American  standard  of  56  kbps  for  point-to- 
point  applications.  The  service  provides 
superior  transmission  quality  and 
accuracy  and  is  suited  to  bulk  data 
transfer,  video  and  interactive 
transactions. 

• Clearline  Clear  Channel  64  (International) 
is  a dedicated,  single-channel  service. 

• Clearline  Voiceband  (U.S.)  is  a single,  4 
Khz  voiceband  circuit  operating  digitally 
through  the  Sprint  fiber-optic  network. 

Sprint  Switched  Data  Services  (SDS) 
provide  access  to  56  kbps,  112  kbps,  384 
kbps  or  greater  amounts  of  digital 
bandwidths  for  intensive  data  networking 
applications.  Access  to  SDS  is  via  local 


Page  12  of  17 


©INPUT  1995.  Reproduction  prohibited. 


Sprint  Corporation 
September  1995 


INPUT  Vendor  Profile 


exchange  carrier  dial-up  to  the  Sprint 
network  or  through  T1  access.  Applications 
supported  include  LAN  internetworking, 
remote  LAN  access,  videoconferencing  and 
electronic  imaging. 

TranXactSMis  Sprint’s  transaction  network 
service  that  uses  a dedicated  transaction 
network.  It  is  effective  for  all  types  of 
transmissions,  ranging  from  credit  card 
authorizations,  check  guarantees  and  lottery 
processing  to  the  disbursement  of  health 
care  benefits  and  electronic  benefits  transfer 
of  welfare,  food  stamps  and  other  social 
benefits. 

Global  One  SolutionSM  is  a value-added 
service  that  provides  a single  point  of 
contact  for  the  management  of  international 
Clearline  private  lines. 

Sprint  Integrated  Access  capabilities  allow 
users  to  select  the  most  cost-effective 
access/service  combination  for  each 
application.  All  services  and  applications 
can  be  combined  on  a Tl  facility,  including 
integrated  access  to  SprintNet,  frame  relay 
and  Sprint  Meeting  Channel;  ANI  and  DNIS 
delivery;  two-way  calling;  route  advance  and 
overflow  capabilities;  and  account  and 
authorization  code  delivery. 

Fax  and  Electronic  Messaging  Services 

SprintFAX®  fax  services  permit  broadcast 
distribution  (sending  a fax  to  multiple 
locations)  and  document  retrieval  via  fax 
from  an  800  or  900  number. 

Global  SprintFAX®  is  a worldwide,  store- 
and-forward  fax-to-fax  service  offered  over  a 
dedicated  fax  network. 

SprintMail®  Services  are  a family  of 
electronic  messaging  services. 


• SprintMail  Electronic  Mail  allows  you  to 
send,  receive  and  file  electronic  messages 
24  hours  a day  from  a terminal,  PC  or 
communicating  work  processor.  Any  type 
of  data  file  can  be  sent — word  processing, 
spreadsheet  and  graphic.  Other  features 
include  bulletin  boards,  forms  and  a 
directory  service. 

• SprintMail  Newsclips  scans  more  than 
6,000  news  stories  a day,  from  more  than 
a dozen  real-time  news  wires  around  the 
world  and  delivers  stories  on  selected 
topics  directly  to  the  user’s  electronic  mail 
box. 

• SprintMail  Fax  allows  messages  to  be  sent 
from  a desktop  PC  or  workstation  to  a fax 
machine. 

• SprintMail  Telex  allows  the  exchange  of 
information  with  domestic  or  international 
telex  subscribers  from  a PC,  word 
processor  or  data  terminal. 

• SprintMail  Post  delivers  electronically 
input  messages  from  a desktop  PC  as 
high-quality,  laser-printed  mail  in  two 
days  or  less,  anywhere  in  the  continental 
U.S. 

• PC  SprintMail,  PC  SprintMail  for 
Windows  and  Mac  SprintMail  are  menu- 
driven  software  packages  that  provide 
direct  access  to  SprintMail  from  a desktop 
PC  and  Macintosh  computer,  respectively. 

• 3780  Host  Batch  and  X.400  access  are  also 
available. 

• Sprint  Message  XChange  expands 
connectivity  allowing  companies  to  connect 
their  private  electronic  mail  systems  with 
SprintMail  in  their  native  protocol. 
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MultilinkSM  Telex  allows  communication 
with  any  telex  machine  worldwide  on  a 
store-and-forward  or  real-time  basis. 

Sprint  EDI  Services  permit  the  exchange  of 
business  documents  electronically  with 
trading  partners  worldwide. 

Sprint  messaging  systems  are  designed  to 
handle  high-volume,  advanced  applications 
on  a global  scale  and  are  targeted  to  larger 
organizations. 

• Telemail®  System  combines  SprintMail 
messaging  software  with  fault-tolerant 
hardware  to  provide  a customized  system. 

« TPX4000™  System  is  a high-speed,  high- 
capacity  X.400  message  switch  that  can 
link  disparate  mail  systems  within  an 
organization.  It  is  designed  to  work  with 
all  X.400-based  electronic  mail  systems. 

• The  Global  SprintFAX®  System  includes 
fault-tolerant  mainframe  host  document 
storage  and  routing  and  a fax  server  to 
interface  with  users. 

• The  Sprint  EDI  System  expedites  daily 
business  transactions  with  trading 
partners  and  supports  multiple  worldwide 
EDI  standards,  communications  protocols 
and  access  methods. 

Multimedia 

DRUMSSM  is  a wide-area  network  service 
targeted  to  the  entertainment  industry  for 
the  creation  of  films,  commercials,  television 
programs  and  other  creative  projects. 
DRUMS  enables  creative  professionals  to 
work  and  communicate  on-line,  speeding  the 
planning  and  production  timeline. 

Videoconferencing  Services 

Sprint  Video®  is  Sprint’s  single  source  for 
videoconferencing  products  and  services, 


including  network  options,  video  equipment 
and  project  management.  Support  services 
include  usage  development,  reservations 
software,  maintenance  and  orientation. 

Kinko’s,  the  nation’s  largest  retail  chain  of 
document  creation  and  reproduction  centers, 
has  linked  with  the  Sprint  data  and 
videoconferencing  network  to  bring  public 
rooms  to  neighborhoods  across  the  country 
for  personal  and  business  meetings. 

Network  Management  Tools 

Insite  PCSM  is  suite  of  Windows-based 
products  for  the  management  of  Sprint 
services  from  a single  PC.  Insite  PC 
manages  circuit-switched  networks, 

Clearline  private  line  services  and  packet 
networks.  Tools  are  available  for  trouble 
management,  messaging,  security  and 
accounting. 

Insite  ExecutiveSM  is  a workstation-based 
customer-premises  platform  providing 
integrated  management  of  Sprint  Business 
voice,  data  and  card  services. 

TPS5800™  is  a network  management 
system  for  Sprint’s  X.25  and  frame  relay 
private  data  networks.  This  UNIX-based 
system  provides  network  control  functions, 
including  configuration  management,  status 
and  diagnostic  monitoring,  fault  recovery 
and  data  collection. 

Industry -Specific  Solutions 

Sprint  also  offers  individualized  service 
packages  tailored  to  specific  markets  as 
follows: 

• SIGN®  (State  Interconnected  Government 
Network)  links  state  governments  and 
universities  nationwide  through  a 
software-defined,  multistate  network. 
Member  institutions  benefit  by  integrating 
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voice,  data,  and  video  services  over  digital 
telephone  lines,  at  voice  rates.  Services 
include  ATM,  Frame  Relay  and 
SprintLink. 

• TekNet®,  introduced  in  July  1995,  is  a 
network  that  integrates,  video,  voice  and 
data  functions  into  a single  broadband 
package,  resolving  the  multimedia  needs 
of  educational  institutions. 

• University  Connection®  offers  on-net 
connectivity  to  colleges  and  universities 
and  is  tailored  to  meet  the  needs  of 
students,  faculty  and  administration  at 
any  state  or  private  campus  in  the  U.S. 
Applications  range  from  videoconferencing 
to  Internet  connectivity  via  SprintLink. 

• Collegiate  Connection®  provides  operator 
services  and  student-resale  services  to 
colleges  and  universities. 

• HANDS®  (Healthcare  Apphcations 
Network  Delivery  System)  offers  voice, 
data,  image  and  video  communications  via 
high-speed  digital  telephone  lines  at  voice 
rates  to  medical  practices. 

• The  Hospitality  ConnectionSM  is  a single- 
vendor solution  for  the  hospitality 
industry.  Services  include  direct  dial,  800, 
operator  services,  data  and  customer 
premise  equipment. 

• Sprint  PublicFONSM  combines  operator 
services  and  global  international  service 
from  public  payphones. 

Cellular  and  Wireless 

Sprint  Cellular  is  well-established  as  a 
major  wireless  provider,  operating  in  nearly 
100  markets.  Working  with  other  Sprint 
divisions,  Sprint  Cellular  is  currently 
testing  various  Personal  Communications 
Services  (PCS),  such  as  Virtual  Private 


Network  (VPN),  Cellular  Centrex  and 
Personal  Number  Service  (PNS). 

Other 

Sprint’s  Government  Systems  Division 
(which  reports  to  the  Long  Distance 
Division)  provides  a range  of  voice,  data  and 
video  services  to  more  than  34  federal 
government  agencies  under  the  FTS2000 
contract,  and  to  other  government  agencies 
through  more  than  200  non-FTS2000 
contracts.  Sprint  provides  40%  of  the 
FTS2000  network.  Sprint  also  has  new 
agreements  to  provide  data  networks  for  the 
U.S.  Geological  Survey  and  the  Air  Force’s 
NEXRAD  weather  tracking  system. 

FONVIEW®  is  Sprint’s  PC-based 
telecommunications  management  tool  for 
monitoring  and  analyzing 
telecommunications  expenditures.  A version 
for  Windows  was  released  in  August  1995. 

Contracts 

Recent  contracts  awarded  to  Sprint  include 
the  following: 

• Sprint  is  providing  home  banking  and 
transaction  services  to  First  Tennessee 
Bank  of  Memphis’  customers. 

• Sprint  is  installing  the  industry’s  first 
community  health  information  network  for 
the  Naples  Community  Hospital  in  Naples 
(FL).  The  network  uses  fast-packet 
technology  and  is  compatible  with  Sprint’s 
HANDS  network,  enabling  a local  network 
to  be  connected  with  other  local  or  regional 
information  networks. 

• In  July  1995,  Sprint  announced  a 
multiyear  agreement  with  General 
Electric  Company  valued  at  several 
hundred  million  dollars  to  provide  a range 
of  services,  including  FONcard  services, 
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SprintExpress  customized  operator- 
assisted  calling,  custom  audioconferencing 
and  laptop  remote  dial-in  access 
compatible  with  the  Internet. 

• In  April  1995,  Sprint  announced  a 
multimillion  dollar  contract  with  Vietnam 
Posts  and  Telecommunications  to  provide 
a nationwide  high-speed  data  network  and 
electronic  multimedia  system,  which  will 
interconnect  with  Sprint’s  value-added 
network  and  the  Internet. 

• Sprint/Carolina  Telephone  is  playing  a 
major  role  in  a public/private  partnership 
to  build  one  of  the  world’s  largest  local 
communications  networks — the  North 
Carolina  Information  Highway — which 
will  serve  high  schools,  hospitals,  colleges, 
universities  and  government  facilities. 

• Dow  Jones  & Co.,  Four  Seasons  Hotels  & 
Resorts,  Hallmark  Cards,  Inc.,  H&R 
Block,  the  Securities  Industry  Association, 
Sunquest  Information  Systems  and 
TransWorld  Airlines  signed  new  or 
expanded  multimillion  dollar  contracts  for 
Sprint  products  and  services  during  1994. 

Alliances/Ventures 

In  October  1995,  Sprint  announced  plans  for 
a joint  venture  with  Tele-Communications 
Inc.  (TCI),  Comcast  Corporation  and  Cox 
Communications,  three  of  the  largest  cable 
television  operators  in  the  U.S.,  to  package 
local  telephone,  long  distance  and  wireless 
communications  with  wireless  services  into 
a single  offering  for  consumers  and 
businesses. 

Sprint  and  IntelliCom  Solutions,  Inc.  have 
agreed  to  jointly  provide  complete  end-to- 
end  telecommunications  and  personal 
conferencing  solutions  to  Sprint  Customers, 
including  switched  data  network  services, 
including  ISDN,  personal  conferencing 


systems,  personal  computers  from  various 
manufacturers,  integration,  installation  and 
help-desk  support. 

Sprint  and  DiversiFax  are  jointly  marketing 
DiversFax’s  SMART  SUITE  facsimile 
service  to  the  hospitality  industry. 

In  March  1995,  Sprint  and  Eastman  Kodak 
announced  an  alliance  to  create  new  image 
storage  and  distribution  services  that  will 
allow  people  to  share  pictures  and 
documents  over  Sprint’s  network. 

Sprint  is  marketing  InterVoice’s  portfolio  of 
interactive  voice  response  products  to  Sprint 
customers. 

In  June  1995,  Sprint  and  Northern  Telecom 
announced  a marketing  agreement  to 
provide  businesses  all  components  needed 
for  setting  up  and  operating  their  call 
centers  without  up-front  capital  investment. 

International  alliances  include  the  following: 

• In  June  1995,  Sprint,  France  Telecom  and 
Deutsche  Telekom  signed  a definitive  joint 
venture  agreement  whereby  the  partners 
will  offer  seamless,  global 
telecommunications  services  to  business, 
consumer  and  carrier  markets  worldwide. 
The  agreement  provides  for  France 
Telecom  and  Deutsche  Telekom  to 
purchase  a 20%  equity  investment  in 
Sprint. 

• Sprint  and  Telmex  have  signed  a 
definitive  agreement  for  cross-border 
services  between  the  U.S.  and  Mexico, 
including  voice,  data  and  video  services 
such  as  international  virtual  private 
networks,  dedicated  services,  managed 
networks  and  travelcard  services. 
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• Sprint  has  formed  a company  in  Poland 
with  R.P.  Telekom  S.A.  to  develop  an 
integrated  broadband  fiber-optic  network 
that  will  provide  local  telephone  and  cable 
television  services  to  Poland’s  Pila  and 
Katowice  districts. 

• Sprint  has  an  alliance  with  Call-Net 
Enterprises  Inc. — Canada’s  largest 
alternative  provider  of  long  distance 
switched  voice  services — and  has  a 25% 
equity  in  Call-Net.  Call-Net’s 
subsidiary — Sprint  Canada  Inc. — provides 
Sprint  business  and  residential  long 
distance  products  and  services  in  Canada. 

• Alcatel  Data  Networks,  a joint  venture 
between  Sprint  and  Alcatel  N.V.  of  France. 
With  a customer  base  of  more  than  400 
large-scale  networks,  Alcatel  is  a leading 
supplier  of  systems  for  public  and  private 
wide-area  data  networks.  Alcatel  Data 
Networks  manufactures  and  distributes 
public  and  private  wide-area  data 
networks,  including  packet,  frame  relay 
and  asynchronous  transfer  mode 
technologies. 

• In  1993,  Sprint  joined  as  an  investor  in 
Iridium,  Inc.  a satellite-based  wireless 
telecommunications  network  being 
designed  and  developed  by  Motorola. 
Sprint  will  serve  as  managing  partner  of 
Iridium’s  North  American  Gateway. 

Competition 

Sprint’s  Long  Distance  Division  competes 
with  AT&T  and  MCI  in  all  segments  of  the 
long  distance  communications  market. 

The  potential  for  more  direct  competition 
with  Sprint’s  local-exchange  carriers  (LECs) 
is  increasing.  Many  states,  including  most 
of  the  states  in  which  Sprint’s  LECs  operate, 
allow  competitive  entry  into  the  intra-LATA 
long  distance  service  market. 

Sprint  Corporation 
September  1995 


In  the  network  services  arena,  competitors 

include  MCI,  GEIS,  Infonet  and  Advantis. 

INPUT  Assessment 

Sprint’s  strengths  include: 

• Superior  network  technology,  including 
the  deployment  of  ATM  and  Sonet 

• A fully  integrated  telecommunications 
carrier  well-positioned  for  the  convergence 
of  the  telecommunications  industry 

Challenges  over  the  coming  year  include: 

• Gaining  regulatory  approval  of  the  joint 
venture  with  France  Telecom  and 
Deutsche  Telekom 

• Continued  integration  and  expansion  of 
the  Sprint  telecommunications  venture 
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Chairman  & CEO:  William  T.  Esrey 

President  & COO:  Ronald  T.  LeMay 

2330  Shawnee  Mission  Parkway 
Westwood,  KS  66205 
Phone:  (913)624-3000 

Fax:  (913)  624-2256 

Internet:  http://www.sprint.com 


Sprint. 


Status:  Public 

Employees:  48,300  (12/95) 

Total  Revenue:  $12,765,100,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• As  one  of  the  nation’s  three  major  long- 
distance companies,  Sprint  designed  and 
built  the  first  and  only  nationwide,  100% 
digital  fiber-optic  network  for  voice,  data, 
and  video  transmissions  in  the  U.S. 

• In  January  1996,  Sprint  announced  the 
launch  of  Global  One,  its  venture  with 
Deutsche  Telekom  and  France  Telecom  that 
will  provide  seamless  global 


telecommunications  services  to  business, 
consumer,  and  carrier  markets  worldwide. 

• Sprint  is  also  a 40%  partner  in  Sprint 
Spectrum  LP,  a partnership  with  Tele- 
communications Inc.,  Comcast  Corporation, 
and  Cox  Communications,  Inc.  to  provide 
wireless  personal  communications  services 
(PCS)  on  a broad  geographic  basis  within 
the  U.S. 

• In  August  1996,  Sprint  announced  plans  for 
a phased  rollout  of  its  consumer  Internet 
access  service,  Sprint  Internet  PassportSM. 

• In  March  1996,  Sprint  spun  off  its  cellular 
and  wireless  communications  services 


©INPUT  1996.  Reproduction  prohibited 


VA-96 


All  brand  names  and  product  names  are  acknowledged  to  be  trademarks  or  registered  trademarks  of  their  owners. 


Page  1 of  17 


INPUT  Vendor  Profile 


division  to  holders  of  Sprint’s  common  stock. 
These  operations  generated  revenue  of 
$834.4  million  in  1995. 

• In  July  1995,  Sprint  launched  a 
transoceanic  Internet  link  capable  of 
carrying  Internet  traffic  at  speeds  17  times 
faster  than  is  currently  available, 
representing  the  world’s  first  international 
broadband  Internet  service. 

• In  July  1995,  Sprint  announced  the  launch 
of  a global  VSAT  satellite  service  as  an 
alternative  for  secure  digital  networking 
between  the  U.S.  and  Latin  America. 

Company  Description 

Sprint  owns  various  subsidiaries  that  provide 
global  long-distance  voice,  data,  and  video 
products  and  services;  local  telephone  services 
to  more  than  6.8  million  customer  lines  in  19 
states;  telecommunications  equipment;  and 
directory  publishing  services.  Information 
services  provided  by  Sprint  include  network 
services,  network  integration,  and  software 
products. 

Structure  and  Operations 

Sprint’s  current  organization  is  shown  in  the 
exhibit  and  includes  the  following  units: 

• The  Long  Distance  Division,  with  nearly 
$7.28  billion  in  annual  revenues,  provides 
domestic  and  international  voice  and  data 
communications  services.  The  division 
serves  nearly  eight  million  customers  with 
the  only  nationwide  100%  digital,  fiber-optic 
network  in  the  U.S.  It  also  provides  voice 
services  to  100%  of  the  world’s  direct-dial 
countries.  Sprint  also  owns  and  operates 
SprintNet®,  one  of  the  world’s  largest  global 
data  networks,  with  switching  centers  in 
more  than  300  major  cities  in  Europe,  Asia, 
and  Latin  America. 


- Sprint  Business,  based  in  Kansas  City, 
provides  outbound  and  800  services, 
business  communications  services,  data 
services,  calling  card  services,  and 
invoicing  and  reporting  solutions  to 
business,  government,  and  hospitality 
customers.  Units  within  this  group 
include: 

• The  Diversified  Brands  Group,  based  in 
Kansas  City  (MO),  markets  to 
wholesalers  and  resellers  of  long- 
distance services. 

• The  Government  Systems  Division, 
based  in  Herndon  (VA),  focuses  on 
marketing  to  federal,  state,  and  local 
government  agencies,  including 
providing  services  under  Sprint’s  40% 
share  of  the  FTS-2000  contract. 

• The  Hospitality  Management  Group, 
based  in  Honolulu  (HI),  provides  one- 
stop  shopping  to  hotels  and  motels  for 
operator,  long-distance,  800,  facsimile, 
and  data  transmission  services.  It  also 
supports  universities  and  pay  phone 
markets. 

- The  Consumer  Services  Group,  based  in 
Kansas  City  (MO),  services  residential 
customers. 

- Multimedia  and  Strategic  Services,  formed 
in  1993,  is  headquartered  in  Kansas  City 
(MO)  and  integrates  Sprint’s  domestic 
Internet,  messaging,  fax,  audio  and 
videoconferencing,  interactive  800  and  900 
services,  and  voice  response  unit  (VKU)- 
based  technologies. 
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• The  Local  Communications  Division,  with 
annual  revenues  of  $4.72  billion,  includes 
rate-regulated  local  exchange  carriers 
(LECs),  organized  into  four  operating 
groups. 

- These  local  telephone  companies  serve 
more  than  6.9  million  access  lines  in  19 
states,  providing  a range  of 
telecommunications  voice,  video,  and  data 
products  and  services. 

- In  addition  to  furnishing  local  exchange 
services,  Sprint’s  local  communications 
services  companies  provide  intra-LATA 
long-distance  service  and  access  by  other 
carriers  to  Sprint’s  local  exchange 
facilities. 

• Product  Distribution  and  Directory 
Publishing  has  two  units  that  report  to  the 
Local  Telecommunications  Division. 

- Sprint/North  Supply  Company,  based  in 
Industrial  Airport  (KS),  is  a nationwide 
wholesale  distributor  of 
telecommunications,  security/alarm,  and 
electrical  products  from  more  than  1,200 
manufacturers  to  approximately  9,500 
customers.  With  1995  revenue  of  $854 
million,  North  Supply  also  provides 
warehousing  and  physical  distribution 
services  to  several  regional  Bell  holding 
company  subsidiaries. 

- Sprint  Publishing  and  Advertising,  based 
in  Overland  Park  (KS)  with  1995  revenue 
of  $294  million,  publishes  and  markets  324 
white-  and  yellow-page  telephone 
directories  across  20  states.  Sprint 
Publishing  and  Advertising’s 
subsidiary — Sprint  Integrated  Marketing 
Services — offers  database  management, 
market  research,  telemarketing,  direct 
response,  and  fulfillment  services. 


• Sprint  International,  based  in  Reston  (VA), 
provides  voice,  data,  and  videoconferencing, 
along  with  networking,  support,  and 
management  services  to  international  and 
multinational  customers  outside  the  scope  of 
Sprint’s  Global  One  venture. 

Sprint  also  has  a number  of  equity 
investments,  alliances,  and  joint  ventures 
which  are  described  in  the  Alliances  section  of 
this  profile. 

Company  Strategy 

Sprint’s  vision  is  to  deliver  the  industry’s  best 
package  of  integrated  communications 
services — voice,  video,  data,  and  wireless. 

• Sprint  is  seeking  to  expand  its  presence 
beyond  the  local,  long-distance,  and  wireless 
markets  to  the  cable  TV  area  through  its 
joint  venture  with  TCI,  Comcast,  and  Cox. 

- Because  the  cable  systems  of  TCI, 

Comcast,  and  Cox  cover  the  “last  mile”  to 
the  home  or  office  with  broadband 
transmission  capacity,  they  are  a perfect 
complement  to  Sprint’s  nationwide  fiber- 
optic long-distance  network. 

- Sprint  is  already  testing  a new  broadband 
service — Customer  Choice  2000 — in  Little 
Rock  (AR).  The  service  delivers  (over  a 
single  line)  Sprint  long  distance,  22 
channels  of  cable  TV,  switched  video,  and 
data  services. 

• Sprint’s  integrated  service  strategy  also 
includes  global  reach  and  wireless 
technology. 

Building  on  its  leadership  in  deploying 
nationwide  long-distance  broadband 
capabilities,  developing  global  voice  and  data 
communications,  modernizing  local  networks 
and  developing  advanced  cellular 
infrastructure,  Sprint’s  divisions  are 
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developing  and  testing  a range  of  multimedia 
applications  and  related  support  services  for 
their  respective  markets. 

• These  applications  range  from  telemedicine, 
distance  learning,  and  computer-assisted 
engineering  to  home  shopping,  home 
banking,  movies  on  demand, 
videoconferencing,  interactive  "800"  number 
services,  transaction  processing,  high-speed 
global  data  transmission,  and  wireless  data 
and  personal  communications  services. 

The  Long  Distance  Division’s  key  strategies 
are  to: 

• Focus  resources  on  key  markets — pursuing 
the  opportunity  to  reach  millions  of 
additional  customers  through  Sprint’s  new 
cable  venture,  expanding  Sprint’s  brand 
recognition,  and  positioning  for  the  future 
by  anticipating  regulatory  and  competitive 
changes 

• Accelerate  revenue  while  improving 
operating  income  growth — implementing  an 
advanced  broadband  infrastructure  that 
improves  efficiency,  reduces  costs,  and 
enhances  business  process  improvement  and 
offering  reliable  services 

• Capitalize  on  worldwide  service 
offerings — growing  international  markets 
through  strategic  alliances  and  expansion  of 
Sprint’s  global  network  facilities. 

The  Local  Telecommunications  Division’s  key 
strategies  are  to: 

• Accelerate  operating  income  growth  and 
improve  cost  efficiency — improving 
operating  efficiencies  through  continued 
process  improvement,  selective 


organizational  streamlining,  and 
information  systems  enhancements,  with 
increased  emphasis  on  marketing 
nonregulated,  value-added  products  and 
services 

• Further  enhance  network 
technologies — deploying  technologies  to 
meet  emerging  demand  for  advanced 
broadband  services 

• Seek  regulatory  and  legislative 
changes — encouraging  progressive  public 
policies 

Sprint/North  Supply  strategies  include 
increasing  operating  income  and  emphasizing 
high-margin  products  while  concentrating  on 
customer  service,  process  improvement,  and 
solution  selling  to  position  itself  as  the 
industry’s  leading  distributor. 

Directory  publishing  strategies  include 
improving  customer  satisfaction, 
implementing  a market-focused,  value-based 
pricing  strategy,  growing  the  core  business 
while  investigating  alternatives  for  Yellow 
Pages  delivery,  and  continuing  to  automate 
and  integrate  sales,  graphics,  and  production 
functions. 

Financials 

Sprint’s  total  1995  revenue  reached  $12.76 
billion,  a 6%  increase  over  1994  revenue  of 
$11.99  billion. 

In  the  five-year  summary  on  the  following 
page,  financials  have  been  restated  to  reflect 
Sprint’s  spin-off  of  its  cellular  and  wireless 
communications  services  division,  which  is 
now  accounted  for  as  a discontinued 
operation. 
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Sprint  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$12,765.1 

$11,986.6 

$10,914.7 

$10,105.7 

$9,697.2 

• Percent  change  from 

previous  year 

6% 

10% 

8% 

4% 

N/A 

Operating  income 

$1,834.3 

$1,690.7 

$1,214.1 

$1,199.8 

$1,186.1 

• Percent  change  from 

(a) 

(a) 

previous  year 

8% 

39% 

1% 

1% 

N/A 

Income  from  continuing  operations 

$946.1 

$899.2 

$517.1 

$550.6 

$530.8 

• Percent  change  from 

previous  year 

5% 

74% 

6% 

4% 

N/A 

Net  income 

$395.3 

$890.7 

$54.9 

$502.8 

520.1 

• Percent  change  from 

(b) 

(c) 

previous  year 

(56%) 

* 

(89%) 

(3%) 

41% 

Net  earnings  per  share 

$1.12 

$2.55 

$0.15 

$1.48 

$1.55 

• Percent  change  from 

(b) 

(c) 

previous  year 

* 

(90%) 

(5%) 

40% 

* Percent  change  exceeds  1,000%. 

(a)  Includes  merger,  integration,  and  restructuring  costs  of  approximately  $87.6  million  in  1995  and  $292.5 


million  in  1993. 

(b)  Includes  a $565.3  million  ($1.61  per  share)  extraordinary  charge,  net  of  income  tax  benefits  of  $437  million 
related  to  discontinuing  the  application  of  SFAS  No.  71  accounting  principles  for  a competitive  marketplace. 

(c)  Includes  a cumulative  charge  of  $384. 2 million  ($1.12  per  share)  for  changes  in  the  method  of  accounting 
for  postretirement  and  postemployment  benefits. 


Revenue  Analysis  by  Product  Line 
Approximately  57%  of  Sprint’s  1995  revenue 
was  derived  from  its  various  long-distance 
communications  services,  37%  from  local 
communications  services,  and  the  remainder 
product  distribution  and  directory  publishing. 

A three-year  summary  of  source  of  revenue  is 
shown  on  the  following  page. 

Sprint’s  two  primary  divisions — long  distance 
and  local  exchange — generated  record  levels  of 
net  operating  revenues  and  improved 
operating  results  in  1995. 


• Long-distance  net  operating  revenues 
increased  7%  in  1995,  following  an  11% 
increase  in  1994  due  to  traffic  volume 
growth  of  7%  and  11%,  respectively. 

- Revenue  growth  was  driven  primarily  by 
strong  performance  in  the  data  services 
market,  which  includes  sales  to  consumer 
on-line  services  and  data  Internet 
connectivity,  transaction  processing  such 
as  credit  card  authorizations  and  check 
guarantees,  data  communication  for 
multinational  corporations,  and  data- 
intensive  applications  such  as  image 
transfer  and  client/server  exchange. 
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Sprint  Corporation 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Long  distance  communications 

$7,277.4 

57% 

$6,805.1 

57% 

$6,139.2 

56% 

services 

Local  communications  services 

- Local  Service 

$1,875.7 

15% 

$1,752.3 

15% 

$1,624.3 

15% 

- Network  access 

1,705.8 

13% 

1,598.4 

13% 

1,530.4 

14% 

- Toll  service 

485.4 

4% 

529.3 

4% 

505.3 

5% 

- Other  (a) 

652.5 

5% 

532.8 

5% 

466.0 

4% 

$4,719.4 

37% 

$4,412.8 

37% 

$4,126.0 

38% 

Sprint/North  Supply 

$854.4 

7% 

$829.1 

7% 

$677.2 

6% 

Sprint  Publishing 

$293.6 

2% 

$279.6 

2% 

$268.0 

3% 

(Eliminations) 

$(379.7) 

(3%) 

$(340.0) 

(3%) 

$(295.7) 

(3%) 

Total 

$12,765.1 

100% 

$11,986.6 

100% 

$10,914.7 

100% 

(a)  Includes  revenue  from  directory  publishing  fees,  billing  and  collection  services,  and  sales  of 


telecommunications  equipment. 


- Also  contributing  to  this  growth  was  the 
business  market,  which  continued  to 
experience  growth  in  “800”  services  and 
private  line  services,  the  international 
market  (which  reflects  the  division’s 
continuing  efforts  to  target  new 
geographic  markets),  and  the  residential 
market  (which  reflects  the  success  of  the 
Sprint  SenseSM  calling  plan). 

• Local  communications  services  revenues 
increased  7%  both  in  1995  and  1994, 
reflecting  continued  increases  in  the 
number  of  access  lines  served  and  growth 
in  add-on  services,  such  as  custom  calling 
features.  Network  access  revenues, 
derived  from  interexchange  long-distance 
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carriers’  use  of  the  local  network  to 
complete  calls,  increased  as  a result  of 
increased  traffic  volumes,  partially  offset 
by  periodic  reductions  in  network  access 
rates  charged. 

• Telecommunication  product  sales  provided 
through  North  Supply  rose  3%  during 
1995,  reflecting  growth  in  sales  to 
nonaffiliates  and  overall  price  increases. 

• Telephone  directory  and  advertising  sales 
rose  5%  during  1995. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 

1996  reached  $6.88  billion,  an  11%  increase 
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over  $6.2  billion  for  the  same  period  in  1995. 
Operating  income  was  $1.9  billion,  up  28% 
from  $905  million  for  the  same  period  a year 
ago. 

Industry  Markets 

Sprint’s  customers  include  commercial  and 
government  organizations,  as  well  as 
consumers. 

Geographic  Markets 

Sprint  operates  local  telecommunications 
services  in  Florida,  Illinois,  Indiana, 

Kansas,  Minnesota,  Missouri,  Nebraska, 
Nevada,  New  Jersey,  North  Carolina,  Ohio, 
Oregon,  Pennsylvania,  South  Carolina, 
Tennessee,  Texas,  Virginia,  Washington, 
and  Wyoming. 

International  offices  are  in  Australia, 
Belgium,  Canada,  France,  Germany,  Hong 
Kong,  Israel,  Italy,  Japan,  Korea,  Mexico, 
the  Netherlands,  Norway,  Puerto  Rico, 
Russia,  Spain,  and  the  U.K. 

Acquisitions 

In  1995,  Sprint  acquired  the  assets  of 
SABRE  Healthcare  Information  Services,  a 
unit  of  AMR  Corporation’s  SABRE  Group. 

• SABRE  Healthcare  Information  Services 
developed  software  technology  and 
capabilities  for  community  health 
information  networks,  including  user- 
friendly  computer  terminal  screens  for 
physicians  to  access  patient  information 
and  medical  data  such  as  lab  and 
radiology  results.  The  SABRE  Healthcare 
product  also  includes  an  E-mail  system 
and  software  that  interfaces  with  clinical 
systems. 

• The  operations  of  SABRE  Healthcare  will 
be  merged  into  Sprint’s  newly  formed 
Sprint  Healthcare  Systems,  Inc.,  a 


business  unit  within  the  Local 
Communications  Division  that  is 
dedicated  to  serving  the  health  care 
community  with  advanced 
communications  solutions  to  voice,  data, 
video,  and  systems  integration  needs. 

• Sprint  will  market  its  community  health 
information  and  integrated  delivery 
networks  and  related  products  and 
services  under  the  name  “Navigen.” 

Divestitures 

In  March  1996,  Sprint  completed  the  tax- 
free  spin-off  of  its  cellular  and  wireless 
communiations  services  division  (Cellular) 
to  the  holders  of  Sprint  common  stock.  The 
spin-off  was  approved  due  in  part  to 
divestiture  requirements  imposed  by  the 
FCC  with  respect  to  PCS  licenses  awarded 
to  Sprint  Spectrum. 

• The  spin-off  was  effected  by  distributing  to 
all  holders  of  Sprint  common  stock  at  a 
rate  of  one  share  of  Cellular  common  stock 
for  every  three  shares  of  Sprint  common 
stock. 

• In  connection  with  the  spin-off,  Cellular 
repaid  $1.4  billion  of  intercompany  debt  it 
owed  to  Sprint  and  Sprint  contributed  to 
the  equity  capital  of  Cellular 
approximately  $185  million  of  debt  owed 
by  Cellular  in  excess  of  the  amount  paid. 

• Cellular  now  markets  its  wireless  services 
under  the  360°  Communications  Company 
brand  name  and  is  no  longer  included 
under  the  umbrella  of  the  Sprint  brand 
name. 

• Cellular  generated  revenue  of 
approximately  $834.4  million  in  1995, 
$626.5  million  in  1994,  and  $410.5  million 
in  1993.  Its  operations  are  now  reported 
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as  discontinued  operations  in  Sprint’s 
financial  results. 

In  May  1996,  Sprint  sold  its  international 
voice  service  and  sales  operations  in  France 
and  Germany  to  RSL  Communications. 
Because  of  the  formation  of  Global  One,  the 
venture  with  Deutsche  Telekom  and  France 
Telecom,  Sprint  will  no  longer  maintain 
separate  international  voice  operations  in 
France  and  Germany. 

Employees 

As  of  December  31,  1995,  Sprint  had 
approximately  48,300  employees,  segmented 
as  follows: 


Long  Distance  Division 19,400 

Local  Telecommunications 

Division 26,400 

Product  distribution  and 

directory  publishing 1,700 

Other 800 

48,300 


The  company  currently  has  approximately 
48,400  employees. 

Key  Products  and  Services 

The  following  discussion  will  focus  on  the 
network  services  and  software  systems 
provided  by  Sprint. 

Business  Communications  Solutions 

Sprint  has  packaged  its  business 
communications  services  into  five  Business 
Communications  Solutions — Business 
Sense™  and  The  Most  for  Business™  for 
smaller  businesses  with  basic 
communications  needs;  Real  Solutions™  and 
Sprint  Clarity®  for  larger  businesses  with 
more  complicated  requirements;  and  Sprint 
Premiere™  for  the  largest  businesses  with 
sophisticated  networking  requirements. 

Each  Business  Communications  Solution 


consists  of  strategically  chosen  voice,  data, 
and  video  services. 

Sprint  Premiere  integrates  voice  and 
switched  data  services — -VPN  Premiere™, 
800  Premiere™  and  SDS  Premiere™ — onto 
a customized  network,  engineered  to  client 
specifications  to  satisfy  all  voice,  data,  video, 
and  imaging  needs. 

• Sprint  VPN  Premiere,  the  evolution  of 
Sprint’s  original  Virtual  Private  Network 
service,  is  a software-defined  platform  that 
makes  it  possible  to  connect  all  domestic 
and  international  locations  in  a single 
network. 

• International  VPN  extends  VPN 
functionality,  including  its  dialing  plan, 
throughout  the  world,  combining  voice, 
data,  and  ISDN  capabilities  into  a single 
service. 

• Sprint  800  Premiere  supports  custom  800 
service  solutions. 

• Sprint  SDS  Premiere  is  the  next 
generation  of  Sprint  Switched  Data 
Services.  It  features  a software-defined 
platform  making  it  possible  to  easily 
configure  and  reconfigure  clients’ 
networks  on  demand  to  satisfy  dynamic 
bandwidth  requirements  for  digital  data, 
video,  and  imaging  applications. 

Data  Services  and  Systems 
Sprint  owns  and  operates  SprintNet,  the 
global  public  data  network  that  allows 
customers  to  link  host  computers,  terminals, 
workstations,  and  PCs  together  to  perform  a 
range  of  applications. 

• The  network  is  managed  24  hours  a day 
from  Sprint’s  Network  Control  Center  in 
Reston  (VA).  The  center  has  Sprint 
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TPS5000  computers  installed  in  support  of 
SprintNet. 

• SprintNet  has  more  than  330 
international  access  centers  in  more  than 
47  countries  and  more  than  500  centers  in 
the  U.S.  to  allow  for  data  and  voice 
connections. 

• SprintNet  can  be  accessed  via  dial-up, 
dedicated  access  and  on-site  concentrators, 
from  thousands  of  locations  worldwide. 
Connect  options  include: 

- DataCall  Plus®  provides  global  dial-up 
access  to  host  computers,  using  the 
SprintNet  data  network,  for 
asynchronous  and  X.25  applications  up 
to  14.4  kbps.  Optional  CPE  products 
provide  dial-up  access  from  remote  PCs 
to  IBM  hosts  supporting  3270,  5250,  and 
AS/400  PC  support  sessions. 

- DataCallSM  800  provides  personal  800 
access  numbers  to  SprintNet,  with 
access  at  speeds  of  up  to  14.4  kbps  from 
every  local  exchange  in  the  continental 
U.S. 

- Global  Data  Connection  provides  a 
global,  two-way,  high-speed  permanent 
network  connection  at  speeds  up  to  256 
kbps.  The  link  can  be  configured  to 
support  host-to-host  or  terminal-to-host 
connections. 

- Custom  LinkSM  permits  clients  to 
customize  their  own  managed  global 
data  network  services  on  SprintNet 
through  three  options — One-to-One,  for 
point-to-point  connectivity;  All-to-One, 
for  centralized  or  star  networking;  and 
All-to-All  for  meshed  networking. 

- International  X.75  service  is  provided 
through  international  packet  switched 


public  data  networks  operated  by 
telecommunications  administrators 
(PTTs).  Dial  and  dedicated  access  are 
available  in  more  than  100  countries. 
Sprint  provides  a single-vendor  solution 
for  ordering  and  installation  of  service 
and  consolidated  billing.  Direct 
connections  and  collect  or  prepaid  calling 
options  are  also  features  of  the  service. 

• Sprint  has  also  launched  a global  VSAT 
satellite  service  between  the  U.S.  and 
Latin  America.  In  Latin  America,  Sprint 
will  deploy  VSATs  to  branch  office 
locations  which  communicate  with  hub 
earth  stations  owned  and  operated  by 
Sprint  in  the  U.S. 

SprintLink®  is  a wTide-area  network  service 
for  users  requiring  TCP/IP  networking, 
support  for  TCP/IP  applications  (such  as 
Telnet,  FTP  and  SMTP)  and  access  to  the 
Internet.  SprintLink  is  available  by 
dedicated  access  from  the  more  than  300 
Sprint  points  of  presence  in  the  U.S. 

Sprint’s  Frame  Relay  solutions  help 
telecommunications  managers  design  and 
support  high-speed,  cost-effective, 
multiprotocol  networks.  Frame  relay 
services  are  available  from  350  U.S. 
locations  and  22  countries  around  the  world 
with  port  speeds  ranging  from  56  kbps  to 
1.536  Mbps. 

Sprint’s  asynchronous  transfer  mode  (ATM) 
service  is  available  with  DS3  (45Mbps) 
access.  ATM  provides  high-speed 
networking  for  customers  with  bandwidth- 
intensive applications  such  as  remote  host 
connectivity,  desktop  videoconferencing,  and 
three-dimensional  imaging.  Sprint’s  ATM 
service  supports  the  transport  of  both  data 
and  video  with  flexible  usage-sensitive  and 
flat-rate  pricing  packages. 
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Sprint  is  a leading  provider  of  private  data 
network  solutions,  with  an  installed  base  of 
more  than  225  private  data  networks  (more 
than  50  of  which  were  designed  and  built  to 
the  exact  standards  of  public  data  networks 
offered  by  PTTs  and  value-added  network 
service  providers).  These  networks 
incorporate  Sprint’s  line  of  Telenet© 
communications  equipment,  now  known  as 
the  Alcatel  Data  Networks  1100TPX  family; 
switching  products,  featuring  the  Alcatel 
Data  Network  1100TPX  Switch;  bandwidth 
management  products;  and  network 
management  products. 

For  hybrid  networks,  Sprint  can  provide  all 
customer  premises  equipment  (CPE),  plus 
provisioning,  installation,  and  maintenance 
of  the  CPE,  with  end-to-end  network 
management.  CPE  products  include 
protocol  conversion,  terminal  concentration, 
switching,  channel  banks,  channel  service 
units,  data  service  units,  terminal  interface 
units,  and  modems. 

Sprint  Managed  Network  Service  provides  a 
global  LAN/WAN  internetworking  solution 
for  linking  geographically  remote  LANs 
across  Sprint’s  Frame  Relay,  SprintNet 
X.25,  and  Clearline®  Private  Line  services, 
including  network  design,  installation, 
configuration,  management,  and 
maintenance  services. 

Clearline  Private  Line  services  provide 
unlimited  line  availability  between  locations 
24  hours  a day,  at  a flat  monthly  rate. 
Services  are  provided  over  Sprint’s 
nationwide  all-digital  fiber-optic  network 
and  Digital  Cross  Connect  Systems  for 
centralized,  remote  monitoring. 

• Clearline  45  (U.S.  only)  is  a fully  digital, 
high-capacity  circuit  that  transmits  voice, 
data  and  video  at  the  North  American 
standard  of  44.736  Mbps  and  is  specially 


suited  for  large-volume,  high-speed 
transmission  at  a competitive  rate. 

• Clearline  1.5  (U.S.  and  international)  is  a 
fully  digital,  high-capacity  circuit 
transmitted  at  the  North  American 
standard  of  1.544  Mbps  for  transmitting 
voice,  data,  video,  electronic  mail, 
facsimile,  and  other  services  using 
digitally  encoded  signals  simultaneously. 

• Clearline  Fractional  1.5  (U.S.  and 
international)  is  an  application-specific, 
banded  speed,  dedicated  digital  service 
providing  from  1 12  to  1,472  kbps  of  usable 
bandwidth  for  applications  such  as 
medical  diagnostic  imaging  and  high- 
resolution  fax  and  video  presentations.  It 
is  an  economical  alternative  to  Tl. 

• Clearline  2.0  (international)  is  a dedicated 
digital  circuit  that  conforms  to  the  CCITT 
standard  transmission  of  2.048  Mbps. 
Voice,  data,  and  video  services  can  be 
combined  over  30  channels  of  available 
bandwidth.  The  service  is  suited  for 
international  bulk  data  transfers  and 
high-speed  data  requirements. 

• Clearline  Fractional  2.0  (international)  is 
a high-capacity,  dedicated  digital  service 
transmitted  at  1.024  Mbps  and  offered  as 
a single  unchannelized  circuit. 

• Clearline  Digital  Data  Service  (U.S.  and 
international)  is  a single,  end-to-end,  all- 
digital  dedicated  circuit  that  supports 
synchronous  data  transmission  at  speeds 
of  2.4,  4.8,  9.6,  56  and  64  kbps  in  the  U.S. 
for  point-to-point  and  multipoint 
applications.  Internationally,  service  is 
transmitted  synchronously  at  the  North 
American  standard  of  56  kbps  for  point-to- 
point  applications.  The  service  provides 
superior  transmission  quality  and 
accuracy  and  is  suited  to  bulk  data 
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transfer,  video,  and  interactive 
transactions. 

• Clearline  Clear  Channel  64  (International) 
is  a dedicated,  single-channel  service. 

• Clearline  Voiceband  (U.S.)  is  a single,  4 
Khz  voiceband  circuit  operating  digitally 
through  the  Sprint  fiber-optic  network. 

Sprint  Switched  Data  Services  (SDS) 
provide  access  to  56  kbps,  112  kbps,  384 
kbps  or  greater  amounts  of  digital 
bandwidths  for  intensive  data  networking 
applications.  Access  to  SDS  is  via  local 
exchange  carrier  dial-up  to  the  Sprint 
network  or  through  T1  access.  Applications 
supported  include  LAN  internetworking, 
remote  LAN  access,  videoconferencing,  and 
electronic  imaging. 

TranXactSMis  Sprint’s  transaction  network 
service  that  uses  a dedicated  transaction 
network.  It  is  effective  for  all  types  of 
transmissions,  ranging  from  credit  card 
authorizations,  check  guarantees  and  lottery 
processing  to  the  disbursement  of  health 
care  benefits  and  electronic  benefits  transfer 
of  welfare,  food  stamps,  and  other  social 
benefits. 

Global  One  SolutionSM  is  a value-added 
service  that  provides  a single  point  of 
contact  for  the  management  of  international 
Clearline  private  lines. 

Sprint  Integrated  Access  capabilities  allow 
users  to  select  the  most  cost-effective 
access/service  combination  for  each 
application.  All  services  and  applications 
can  be  combined  on  a T1  facility,  including 
integrated  access  to  SprintNet,  frame  relay, 
and  Sprint  Meeting  Channel;  ANI  and  DNIS 
delivery;  two-way  calling;  route  advance  and 
overflow  capabilities;  and  account  and 
authorization  code  delivery. 


Fax  and  Electronic  Messaging  Services 

SprintFAX®  fax  services  permit  broadcast 
distribution  (sending  a fax  to  multiple 
locations)  and  document  retrieval  via  fax 
from  an  800  or  900  number. 

Global  SprintFAX®  is  a worldwide,  store- 
and-forward  fax-to-fax  service  offered  over  a 
dedicated  fax  network. 

SprintMail®  Services  are  a family  of 
electronic  messaging  services. 

• SprintMail  Electronic  Mail  allows  you  to 
send,  receive,  and  file  electronic  messages 
24  hours  a day  from  a terminal,  PC,  or 
communicating  word  processor.  Any  type 
of  data  file  can  be  sent — word  processing, 
spreadsheet,  and  graphic.  Other  features 
include  bulletin  boards,  forms,  and  a 
directory  service. 

• SprintMail  Newsclips  scans  more  than 
6,000  news  stories  a day  from  more  than  a 
dozen  real-time  news  wires  around  the 
world  and  delivers  stories  on  selected 
topics  directly  to  the  user’s  electronic  mail 
box. 

• SprintMail  Fax  allows  messages  to  be  sent 
from  a desktop  PC  or  workstation  to  a fax 
machine. 

• SprintMail  Telex  allows  the  exchange  of 
information  with  domestic  or  international 
telex  subscribers  from  a PC,  word 
processor,  or  data  terminal. 

• SprintMail  Post  delivers  electronically 
input  messages  from  a desktop  PC  as 
high-quality,  laser-printed  mail  in  two 
days  or  less,  anywhere  in  the  continental 
U.S. 

• PC  SprintMail,  PC  SprintMail  for 
Windows,  and  Mac  SprintMail  are  menu- 
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driven  software  packages  that  provide 
direct  access  to  SprintMail  from  a desktop 
PC  and  Macintosh  computer,  respectively. 

• 3780  Host  Batch  and  X.400  access  are  also 
available. 

• Sprint  Message  XChange  expands 
connectivity,  allowing  companies  to 
connect  their  private  electronic  mail 
systems  with  SprintMail  in  their  native 
protocol. 

MultilinkSM  Telex  allows  communication 
with  any  telex  machine  worldwide  on  a 
store-and-forward  or  real-time  basis. 

Sprint  EDI  Services  permit  the  exchange  of 
business  documents  electronically  with 
trading  partners  worldwide. 

Sprint  messaging  systems  are  designed  to 
handle  high-volume,  advanced  applications 
on  a global  scale  and  are  targeted  to  larger 
organizations. 

• Telemail®  System  combines  SprintMail 
messaging  software  with  fault-tolerant 
hardware  to  provide  a customized  system. 

• TPX4000™  System  is  a high-speed,  high- 
capacity  X.400  message  switch  that  can 
link  disparate  mail  systems  within  an 
organization.  It  is  designed  to  work  with 
all  X.400-based  electronic  mail  systems. 

• The  Global  SprintFAX®  System  includes 
fault-tolerant  mainframe  host  document 
storage  and  routing  and  a fax  server  to 
interface  with  users. 

• The  Sprint  EDI  System  expedites  daily 
business  transactions  with  trading 
partners  and  supports  multiple  worldwide 
EDI  standards,  communications  protocols, 
and  access  methods. 


Multimedia 

DRUMSSM  is  a wide-area  network  service 
targeted  to  the  entertainment  industry  for 
the  creation  of  films,  commercials,  television 
programs,  and  other  creative  projects. 
DRUMS  enables  creative  professionals  to 
work  and  communicate  on-line,  speeding  the 
planning  and  production  timeline. 

Sprint  Internet  Passport,  announced  in 
August  1996,  is  Sprint’s  consumer  Internet 
access  service. 

Videoconferencing  Services 

Sprint  Video®  is  Sprint’s  single  source  for 
videoconferencing  products  and  services, 
including  network  options,  video  equipment, 
and  project  management.  Support  services 
include  usage  development,  reservations 
software,  maintenance,  and  orientation. 

Kinko’s,  the  nation’s  largest  retail  chain  of 
document  creation  and  reproduction  centers, 
has  linked  with  the  Sprint  data  and 
videoconferencing  network  to  bring  public 
rooms  to  neighborhoods  across  the  country 
for  personal  and  business  meetings. 

Network  Management  Tools 

Insite  PCSM  is  suite  of  Windows-based 
products  for  the  management  of  Sprint 
services  from  a single  PC.  Insite  PC 
manages  circuit-switched  networks, 
Clearline  private  line  services,  and  packet 
networks.  Tools  are  available  for  trouble 
management,  messaging,  security,  and 
accounting. 

Insite  ExecutiveSM  is  a workstation-based 
customer-premises  platform  providing 
integrated  management  of  Sprint  Business 
voice,  data,  and  card  services. 

TPS5800™  is  a network  management 
system  for  Sprint’s  X.25  and  frame  relay 
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private  data  networks.  This  UNIX-based 
system  provides  network  control  functions, 
including  configuration  management,  status 
and  diagnostic  monitoring,  fault  recovery, 
and  data  collection. 

Industry -Specific  Solutions 
Sprint  also  offers  individualized  service 
packages  tailored  to  specific  markets  as 
follows: 

• SIGN®  (State  Interconnected  Government 
Network)  links  state  governments  and 
universities  nationwide  through  a 
software-defined,  multistate  network. 
Member  institutions  benefit  by  integrating 
voice,  data,  and  video  services  over  digital 
telephone  lines,  at  voice  rates.  Services 
include  ATM,  frame  relay,  and  SprintLink. 

• TekNet®,  introduced  in  July  1995,  is  a 
network  that  integrates  video,  voice,  and 
data  functions  into  a single  broadband 
package,  resolving  the  multimedia  needs 
of  educational  institutions. 

• University  Connection®  offers  on-net 
connectivity  to  colleges  and  universities 
and  is  tailored  to  meet  the  needs  of 
students,  faculty,  and  administration  at 
any  state  or  private  campus  in  the  U.S. 
Applications  range  from  videoconferencing 
to  Internet  connectivity  via  SprintLink. 

• Collegiate  Connection®  provides  operator 
services  and  student-resale  services  to 
colleges  and  universities. 

• HANDS®  (HealthCare  Applications 
Network  Delivery  System)  offers  voice, 
data,  image  and  video  communications  via 
high-speed  digital  telephone  lines  at  voice 
rates  to  medical  practices. 

• The  Hospitality  ConnectionSM  is  a single- 
vendor solution  for  the  hospitality 


industry.  Services  include  direct  dial,  800, 
operator  services,  data,  and  customer 
premise  equipment. 

• Sprint  PublicFON™  combines  operator 
service  and  global  international  service 
from  public  payphones. 

Other 

Sprint’s  Government  Systems  Division 
(which  reports  to  the  Long  Distance 
Division)  provides  a range  of  voice,  data  and 
video  services  to  more  than  34  federal 
government  agencies  under  the  FTS-2000 
contract,  and  to  other  government  agencies 
through  more  than  200  non-FTS-2000 
contracts. 

• Sprint  provides  40%  of  the  FTS-2000 
network. 

• During  1995,  Sprint  was  awarded  a $100 
million  contract  to  provide  advanced  data 
services  for  the  U.S.  Postal  Service. 

• In  June  1996,  Sprint  received  a contract 
modification  valued  at  $6  million  to 
provide  NASA  with  advanced  network 
integration  and  transport  services 

• Sprint  also  has  agreements  to  provide 
data  networks  for  the  U.S.  Geological 
Survey  and  the  Air  Force’s  NEXRAD 
weather  tracking  system. 

Sprint  TELECENTERs,  a subsidiary  of 
Sprint’s  Local  Telecommunications  Division, 
operates  four  direct  marketing  centers 
nationwide  that  are  capable  of  handling  30 
million  calls  per  year,  providing  inbound 
and  outbound  client  contact  outsource 
services  for  Fortune  500  and  multinational 
firms. 

Sprint  TELECENTERs  also  offers  a global 
Internet  response  service  to  help  business 
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customers  track  and  respond  to  E-mail  leads 
they  receive  via  the  Internet. 

FONVIEW®  is  Sprint’s  PC-based 
telecommunications  management  tool  for 
monitoring  and  analyzing 
telecommunications  expenditures.  A version 
for  Windows  was  released  in  August  1995. 

Contracts 

Recent  contracts  awarded  to  Sprint  include 
the  following: 

• U.K.-based  Glaxo  Wellcome  pic  will  use 
Sprint’s  fully  integrated  voice  and  data 
network  to  streamline  reporting  and 
information  systems  and  connect 
operations  in  more  than  100  countries. 

• Sprint  Healthcare  Systems  is  developing 
applications  to  support  telemedicine, 
teleradiology,  and  other  integrated 
communications  solutions  for  Orlando’s 
Florida  Hospital. 

• Atlanta-based  UPS  is  Global  One’s  first 
corporate  customer.  Sprint  is  upgrading 
and  expanding  the  UPS  communications 
network  and  supporting  its  global  tracking 
system  with  high-speed  frame  relay  data 
services. 

• Sprint  is  providing  home  banking  and 
transaction  services  to  First  Tennessee 
Bank  of  Memphis’  customers. 

• Sprint  is  installing  the  industry’s  first 
community  health  information  network  for 
the  Naples  Community  Hospital  in  Naples 
(FL).  The  network  uses  fast-packet 
technology  and  is  compatible  with  Sprint’s 
HANDS  network,  enabling  a local  network 
to  be  connected  with  other  local  or  regional 
information  networks. 


• In  July  1995,  Sprint  announced  a 
multiyear  agreement  with  General 
Electric  Company  valued  at  several 
hundred  million  dollars  to  provide  a range 
of  services,  including  FONcard  services, 
SprintExpress  customized  operator- 
assisted  calling,  custom 
audioconferencing,  and  laptop  remote  dial- 
in  access  compatible  with  the  Internet. 

• In  April  1995,  Sprint  announced  a 
multimillion- dollar  conti  act  with  \ ietnam 
Posts  and  Telecommunications  to  provide 
a nationwide  high-speed  data  network  and 
electronic  multimedia  system,  which  will 
interconnect  with  Sprint  s value-added 
network  and  the  Internet. 

• Sprint/Carolina  Telephone  is  playing  a 
major  role  in  a public/private  paitnership 
to  build  one  of  the  world  s largest  local 
communications  networks— the  North 
Carolina  Information  Highway  which 
will  serve  high  schools,  hospitals,  colleges, 
universities,  and  government  facilities. 

• Dow  Jones  & Co.,  Four  Seasons  Hotels  & 
Resorts,  Hallmark  Cards,  Inc.,  H&R 
Block,  the  Securities  Industry  Association, 
Sunquest  Information  Systems,  and 
TransWorld  Airlines  signed  new  or 
expanded  multimilhon- dollar  contracts  for 
Sprint  products  and  services  during  1994. 

Alliances/Ventures 

Sprint  Spectrum  is  a joint  venture  between 

Sprint,  Tele-Communications,  Inc.  (TCI), 

Comcast  Corporation,  and  Cox 

Communications  providing  wireless 

communication  services  within  the  U.S. 

• In  the  first  round  of  broadband  PCS 
license  auctions  by  the  FCC,  Sprint 
Spectrum  and  its  affiliates  won  the  rights 
to  PCS  licenses  in  30  majoi  tiading  areas 
at  a cost  of  $2.2  billion. 
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• It  is  Sprint  Spectrum’s  objective  to  begin 
offering  PCS  service  in  as  many  as  15  to 
20  major  metropolitan  areas  by  December 
1996  and  to  complete  construction  of  the 
remainder  of  its  system  by  December 
1998. 

• Sprint  Spectrum’s  wireless  presence, 
including  Sprint  Spectrum  affiliates,  will 
cover  a population  of  more  than  191 
million  in  the  U.S. 

Sprint  and  IntelliCom  Solutions,  Inc.  have 
agreed  to  jointly  provide  complete  end-to- 
end  telecommunications  and  personal 
conferencing  solutions  to  Sprint  customers, 
including  switched  data  network  services 
(with  ISDN);  personal  conferencing  systems; 
personal  computers  from  various 
manufacturers;  and  integration,  installation 
and  help-desk  support. 

Sprint  and  DiversiFax  are  jointly  marketing 
DiversFax’s  SMART  SUITE  facsimile 
service  to  the  hospitality  industry. 

In  March  1995,  Sprint  and  Eastman  Kodak 
announced  an  alliance  to  create  new  image 
storage  and  distribution  services  that  will 
allow  people  to  share  pictures  and 
documents  over  Sprint’s  network. 

Sprint  is  marketing  Visual  Network’s  frame 
relay  network  management  software  with 
Sprint’s  frame  relay  service. 

Sprint  is  marketing  InterVoice’s  portfolio  of 
interactive  voice  response  products  to  Sprint 
customers. 

In  June  1995,  Sprint  and  Northern  Telecom 
announced  a marketing  agreement  to 
provide  businesses  with  all  the  components 
needed  for  setting  up  and  operating  their 
call  centers  without  up-front  capital 
investment. 


International  alliances  include  the  following: 

• Sprint  is  a partner  in  Global  One,  a joint 
venture  with  France  Telecom  and 
Deutsche  Telekom  that  provides  seamless, 
global  telecommunications  services  to 
business,  consumer,  and  carrier  markets 
worldwide. 

- The  venture  was  consummated  in 
January  1996.  As  part  of  the  agreement 
and  additional  investments  made  after 
the  spin-off  of  Sprint’s  cellular  and 
wireless  operations,  Deutsche  Telekom 
and  France  Telecom  now  each  own 
Sprint  Class  A common  stock  worth 
approximately  10%  of  Sprint’s  voting 
power. 

- The  interests  of  Deutsche  Telekom  and 
France  Telecom  are  held  by  their  own 
joint  venture,  referred  to  as  Atlas. 

- The  operating  group  serving  Europe 
(excluding  Germany  and  France)  is 
owned  one-third  by  Sprint  and  two- 
thirds  by  Atlas. 

- The  operating  group  for  worldwide 
activities  outside  the  U.S.  and  Europe  is 
owned  50%  by  Sprint  and  50%  by  Atlas. 

- Home  country  markets  are  served  by 
Deutsche  Telekom  in  Germany,  France 
Telecom  in  France,  and  Sprint  in  the 
U.S. 

• Sprint  and  Telmex  have  an  agreement  for 
cross-border  services  between  the  U.S.  and 
Mexico,  including  voice,  data,  and  video 
services  such  as  international  virtual 
private  networks,  dedicated  services, 
managed  networks,  and  travelcard 
services. 
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• Sprint  has  formed  a company  in  Poland 
with  R.P.  Telekom  S.A.  to  develop  an 
integrated  broadband  fiber-optic  network 
that  will  provide  local  telephone  and  cable 
television  services  to  Poland’s  Pila  and 
Katowice  districts. 

• Sprint  has  an  alliance  with  Call-Net 
Enterprises  Inc. — Canada’s  largest 
alternative  provider  of  long  distance 
switched  voice  services — and  has  a 25% 
equity  in  Call-Net.  Call-Net’s 
subsidiary — Sprint  Canada  Inc. — provides 
Sprint  business  and  residential  long- 
distance products  and  services  in  Canada. 

• Alcatel  Data  Networks  is  a joint  venture 
between  Sprint  and  Alcatel  N.V.  of  France. 
With  a customer  base  of  more  than  400 
large-scale  networks,  Alcatel  is  a leading 
supplier  of  systems  for  public  and  private 
wide-area  data  networks.  Alcatel  Data 
Networks  manufactures  and  distributes 
public  and  private  wide-area  data 
networks,  including  packet,  frame  relay, 
and  asynchronous  transfer  mode 
technologies. 

Competition 

Sprint’s  Long  Distance  Division  competes 
with  AT&T  and  MCI  in  all  segments  of  the 
long-distance  communications  market. 

The  potential  for  more  direct  competition 
with  Sprint’s  local  exchange  carriers  (LECs) 
is  increasing.  Many  states,  including  most 
of  the  states  in  which  Sprint’s  LECs  operate, 
allow  competitive  entry  into  the  intra-LATA 
long-distance  service  market. 

In  the  network  services  arena,  competitors 
include  MCI,  GEIS,  Infonet,  and  Advantis. 


INPUT  Assessment 

Sprint’s  strengths  include: 

Superior  network  technology,  including 
the  deployment  of  ATM  and  Sonet 

• Being  a fully  integrated 
telecommunications  carrier  well  positioned 
for  the  convergence  of  the 
telecommunications  industry 

• Offering  a range  of  services,  including 
long-distance,  local,  wireless,  and 
international  services 

• Strong  brand  recognition 

Challenges  over  the  coming  year  include: 

• Planning  for  increased  competition  from 
local  exchange  carriers 

• Continued  integration  and  expansion  of 
the  Sprint  telecommunications  venture 
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Key  Points 

• As  one  of  the  nation's  three  major  long-distance 
companies.  Sprint  designed  and  built  the  first 
nationwide,  1 00%  digital  fiber-optic  network 
for  voice,  data  and  video  transmissions  in  the 
U.S. 

• In  June  1994,  Sprint  announced  a $4  billion 
partnership  with  France  Telecom  and  Deutsche 
Telekom  that  will  strengthen  Sprint’s  position 
in  the  global  telecommunications  services 
market. 

c 
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• In  March  1993,  Sprint  acquired  Centel 
Corporation,  a Chicago-based  independent 
telephone  and  cellular  company,  for  $4.7  billion 
in  Sprint  stock,  establishing  Sprint  as  one  of  the 
nation’s  largest  cellular  and  wireless  operators 
and  the  only  major  domestic  company  to 
provide  cellular,  long-distance  and  local 
telecommunications  services. 

• In  August  1993,  Sprint  became  the  first 
interexchange  carrier  to  offer  commercial 
asynchronous  transfer  mode  (ATM)  service — a 
key  building  block  in  the  Information 
Superhighway. 

• Through  its  newly  formed  Multimedia  Services 
Group,  Sprint  is  creating  new  capabilities  that 
combine  videoconferencing,  audioconferencing, 
messaging  and  data  delivery.  The  company  has 
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more  than  70  multimedia  trials  or  explorations 
under  way. 

• In  June  1994,  Sprint  and  Electronic  Data 
Systems  announced  they  were  no  longer 
considering  a merger,  but  are  continuing  to 
explore  other  forms  of  strategic  relationship. 

Company  Description 

Sprint  owns  various  subsidiaries  that  provide 
global  long-distance  voice,  data  and  video 
products  and  services;  local  telephone  services  to 
more  than  6.2  million  subscriber  lines  in  19  states; 
cellular  operations  that  serve  42  metropolitan 
markets  and  more  than  50  rural  service  areas; 
telecommunications  equipment;  and  directory 
publishing  services.  Information  services 
provided  by  Sprint  include  network  services, 
network  integration  and  software  products. 

Company  History 

Sprint  was  founded  in  1 899  and  became  known 
later  as  United  Telecommunications,  Inc.  (United 
Telecom). 

In  July  1986,  United  Telecom  combined  its  U.S. 
Telecom  voice  and  data  communications 
operations  with  those  of  GTE  Sprint  and  GTE 
Telenet  to  form  US  Sprint  Communications 
Company,  a partnership  then  owned  equally  by 
United  Telecom  and  GTE  Corporation.  The 
partnership  was  formed  to  provide  domestic  and 
international  long-distance  voice  and  data 
communications  services. 

In  January  1989,  United  Telecom  acquired  an 
additional  30.1%  interest  in  US  Sprint 
Communications.  The  final  cost  of  this  interest 
was  approximately  $600  million. 

Effective  January  1,  1992,  United  Telecom 
acquired  from  GTE  the  remaining  19.9% 
partnership  interest  in  US  Sprint  Communications 


for  $530  million.  In  February  1992,  United 
Telecom  changed  its  name  to  Sprint  Corporation, 
enabling  the  company  to  benefit  from  Sprint's 
well-established  identity. 

Structure  and  Operations 

Sprint's  current  organization  is  shown  in  the 
exhibit  and  includes  the  following  units: 

• The  Long-Distance  Division,  with  $6. 14  billion 
in  annual  revenues,  provides  domestic  and 
international  voice  and  data  communications 
services.  The  division  serves  nearly  eight 
million  customers  with  the  only  nationwide 
100%  digital,  fiber-optic  network  in  the  U.S.  It 
also  provides  connections  to  100%  of  the 
world's  direct-dial  countries,  is  a leading 
supplier  of  worldwide  messaging  services  and 
systems,  and  operates  one  of  the  world's  largest 
public  data  network — SprintNet®. 

- The  Business  Services  Group,  based  in 
Kansas  City,  services  business,  government 
and  hospitality  customers.  It  includes 
Business  Sales,  Business  Marketing,  Business 
Operations,  the  Government  Systems 
Division  and  the  Hospitality  Group. 

- The  operations  of  the  Data  Group  are  now 
included  in  the  Business  Services  Group. 
Formed  in  January  1990,  the  Data  Group 
provides  end-to-end  data  services,  including 
frame  relay,  packet  switching,  EP,  circuit 
switched  and  private  line  data  services. 

- The  Consumer  Services  Group,  based  in 
Kansas  City,  services  residential  customers. 
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- Multimedia  and  Strategic  Services,  a new 
business  unit  formed  in  1993,  is 
headquartered  in  Kansas  City  (MO)  and  is 
dedicated  to  combining  Sprint's  multiple 
media  capabilities  (telemedia,  video  and 
messaging). 

- Sprint  International,  based  in  Reston  (VA), 
was  formed  in  January  1990  from  the 
combination  of  US  Sprint  Communications' 
international  voice  division  and  Telenet 
Communications  Corporation.  Sprint 
International  markets  voice,  data,  and  video- 
conferencing,  along  with  networking,  support 
and  management  services  to  international 
organizations. 

• The  Local  Communications  Services  Division, 
with  annual  revenues  of  $4.13  billion,  includes 
1 6 rate-regulated  telephone  operating 
companies,  organized  into  eight  administrative 
groups. 

- These  local  telephone  companies  serve 
approximately  6.2  million  access  lines  in  19 
states,  providing  a range  of 
telecommunications  voice,  video  and  data 
products  and  services. 

- In  addition  to  furnishing  local  exchange 
services.  Sprint's  local  communications 
services  companies  provide  intra-LATA  long- 
distance service  and  access  by  other  carriers 
to  Sprint's  local  exchange  facilities. 

• The  Cellular  and  Wireless  Division  primarily 
consists  of  Sprint  Cellular  Company, 
headquartered  in  Chicago  (EL).  With  1993 
revenue  of  $464  million,  the  division  provides 
cellular  service  to  more  than  800,000  customers 
in  15  states. 


• Sprint/North  Supply  Company,  based  in 
Industrial  Airport  (KS),  is  a wholesale 
distributor  of  telecommunications,  security  and 
alarm,  as  well  as  electrical  products  from  more 
than  900  manufacturers.  With  1993  revenue  of 
$677  million,  North  Supply  also  provides 
warehousing  and  physical  distribution  services 
to  several  Regional  Bell  Holding  Company 
subsidiaries. 

• Sprint  Publishing  & Advertising  based  in 
Overland  Park  (KS)  with  1993  revenue  of  $268 
million,  publishes  and  markets  white-  and 
yellow-page  telephone  directories  in  Sprint's 
local  exchange  territories,  as  well  as  in 
Wisconsin  and  the  greater  metropolitan  areas  of 
Chicago  and  Raleigh. 

Company  Strategy 

In  1993,  Sprint  began  the  most  ambitious  in  a 
series  of  network  enhancements  since  the 
company’s  long-distance  network  was  first  built 
in  the  late  1980s. 

Sprint  announced  its  overall  high-speed 
broadband  strategy  in  September  1992. 

Broadband  is  based  on  the  development  in  recent 
years  of  two  compatible  sets  of  standards — ATM 
and  SONET. 

• ATM,  the  switching  protocol,  accommodates 
high-speed,  high-density  transmission,  as  well 
as  burst  data  transport.  In  August  1993,  Sprint 
became  the  first  interexchange  carrier  to  offer 
commercial  ATM  service,  and  the  company  is 
continuing  to  expand  its  ATM  capabilities  in 
1994.  Sprint  is  adding  more  ATM  switching 
capacity  and  creating  low-speed  and 
internetworking  options  that  provide  a wider 
range  of  customers  cost-effective  access  to 
Sprint’s  ATM  service  at  all  of  the  company’s 
338  points  of  presence  nationwide. 
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• In  March  1994,  the  company  made  an  initial 
financial  commitment  of  $350  million  to 
SONET — the  emerging  transport  standard  of 
the  information  superhighway.  The  integration 
of  SONET  equipment  with  a network 
architecture  of  fiber-optic  “rings”  is  unique  to 
Sprint.  In  the  event  of  service 
interruption — such  as  a fiber  cable 

cut — restoral  occurs  in  milliseconds,  instead  of 
the  minutes  or  hours  required  by  other  forms  of 
SONET  deployment.  Initially,  Sprint’s  SONET 
deployment  will  more  than  double  capacity 
across  the  existing  network — to  2.5  gigabit  - 
per-second  (Gbps)  speeds. 

• Another  element  of  Sprint’s  broadband  strategy 
is  its  intelligent  network  platform,  that  permits 
users  to  customize  their  networks  through 
centralized  computer  power  that  resides  outside 
the  switches.  In  January  1994,  Sprint 
announced  VPN  Premier,  a virtual  network 
option  based  on  advanced  intelligence  now  in 
place.  It  provides  Sprint’s  business  customers 
the  ability  to  control  the  transmission  of  data 
and  voice  without  leasing  private  lines. 

Building  on  its  leadership  in  deploying  nationwide 
long-distance  broadband  capabilities,  developing 
global  voice  and  data  communications, 
modernizing  local  networks  and  developing 
advanced  cellular  infrastructure,  Sprint's  divisions 
are  developing  and  testing  a range  of  multimedia 
applications  and  related  support  services  for  their 
respective  markets. 

• These  applications  range  from  telemedicine, 
distance  learning  and  computer-assisted 
engineering,  to  home  shopping,  home  banking 
and  movies-on-demand,  videoconferencing, 
interactive  "800"  number  services,  transaction 
processing,  high-speed,  global  data 


transmission  and  wireless  data  and  personal 
communications  services. 

The  Long  Distance  Division's  key  strategies  are 

to: 

• Accelerate  revenue,  volume  and  operating 
income  growth  through  process  improvement, 
resource  realignments  and  deployment  of 
broadband  technologies  that  increase  network 
capacity  and  efficiency. 

• Target  high-growth,  high-margin  markets, 
pursuing  international,  data,  travel  and  "800" 
number  market  opportunities.  The  company 
must  anticipate  the  emerging  multimedia  market 
by  positioning  Sprint  as  a provider  of  integrated 
voice,  video  and  data  services. 

• Expand  worldwide  presence  by  forming 
additional  strategic  alliances  and  partnerships  in 
international  marketing  and  expanding  Sprint's 
global  network  facilities. 

The  Local  Telecommunications  Division's  key 

strategies  are  to: 

• Accelerate  operating  income  growth  and 
improve  cost  efficiency  through  process 
improvement,  with  increased  emphasis  on 
marketing  nonregulated,  value-added  products 
and  services. 

• Further  enhance  network  technologies  to  meet 
emerging  demand  for  advanced,  broadband 
services. 

• Seek  regulatory  and  legislative  changes. 

The  Cellular  and  Wireless  Division's  key 

strategies  are  to: 

• Differentiate  from  competition  by  introducing 
new  cellular  voice  products  and  new  wireless 
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data  services  and  developing  and  marketing 
value-added  communications  services  in 
cooperation  with  Sprint's  Long  Distance 
Division. 

• Increase  operational  efficiency  by  continuing  to 
deploy  advanced  cellular  technologies,  expand 
coverage  areas  and  reduce  cycle  times  for  the 
development  and  introduction  of  new  products. 

• Position  for  Personal  Communications  Services 
(PCS),  enhance  current  cellular  infrastructure 
and  acquire  new  wireless  licenses. 

Sprint/North  Supply  strategies  include  increasing 
operating  income  and  targeting  emerging  growth 
markets,  including  data  and  multimedia 
equipment  distribution,  and  positioning 
Sprint/North  Supply  as  a supplier  of  materials 
management  services. 

Directory  publishing  strategies  include  integrating 
directory  Sprint’s  directory  publishing  businesses 
into  a single  unit,  supporting  all  directory 
operations  with  centralized  information  systems 
and  maximizing  Yellow  Pages  advertising. 


Financials 

Sprint's  total  1993  revenue  reached  $1 1.37 
billion,  a 9%  increase  over  1992  revenue  of  $10.4 
billion. 

Net  income  declines  during  1993  were  due  to: 

• Merger,  integration  and  restructuring  costs 
totaling  $292.5  million  associated  primarily 
with  the  merger  with  Centel  ($259  million)  and 
from  realigning  the  operations  of  Sprint's  Long 
Distance  Division  ($34  million),  including 
eliminating  1,000  employees  and  closing  two 
facilities. 

• A net  cumulative  effect  of  $384.2  million  for 
changes  in  the  method  of  accounting  for 
postretirement  and  postemployment  benefits. 

In  the  five-year  summary  that  follows,  financials 
prior  to  1 993  have  been  restated  to  reflect  the 
pooling-of-interests  acquisition  of  Centel  in 
March  1993: 
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Sprint  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Revenue 

$11,367.8 

$10,420.3 

$9,933.3 

$9,469.8 

$8,557.6 

• Percent  change  from 

previous  year 

9% 

5% 

5% 

11% 

N/A 

Operating  income 

$1,250.6 

$1,213.4 

$1,185.6 

$1,045.3 

$1,076.7 

• Percent  change  from 

(a) 

(a) 

previous  year 

3% 

2% 

13% 

(3%) 

N/A 

Income  from  continuing  operations 

$480.6 

$496.1 

$472.7 

$351.1 

$353.0 

• Percent  change  from 

(b) 

(b) 

previous  year 

(3%) 

5% 

35% 

d%) 

N/A 

Net  income 

$54.9 

$502.8 

$520.2 

$368.6 

$806.7 

• Percent  change  from 

(C) 

previous  year 

(89%) 

(3%) 

41% 

(54%) 

N/A 

Net  earnings  per  share 

$0.15 

$1.48 

$1.55 

$1.11 

$2.45 

• Percent  change  from 

(C) 

previous  year 

(90%) 

(5%) 

40% 

(55%) 

N/A 

(a)  Includes  merger,  integration  and  restructuring  costs  of  approximately  $292.5  million  in  1993  and  $72.3 
million  in  1990. 


(b)  Includes  gains  on  the  divestiture  telephone  and  cellular  properties  of  $81. 1 million  in  1992  and  $113.9 
million  in  1991. 

(c)  Includes  a cumulative  charge  of  $384.2  million  ($1. 12  per  share)  for  changes  in  the  method  of  accounting 
for  postretirement  and  postemployment  benefits. 

Revenue  Analysis  by  Product  Line 

Approximately  54%  of  Sprint’s  1993  revenue 
was  derived  from  its  various  long-distance 
communications  services,  34%  from  local 
communications  services  and  the  remainder  from 


cellular  and  wireless  operations,  product 
distribution  and  directory  publishing. 

A three-year  summary  of  source  of  revenue 
follows: 
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Sprint  Corporation 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1993 

1992 

1991 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Long-distance  communications 
services 

$6,139.2 

54% 

$5,658.2 

54% 

$5,387.6 

54% 

Local  communications  services 

- Local  Service 

$1,624.3 

14% 

$1,507.4 

14% 

$1,436.4 

14% 

- Network  access 

1,530.4 

13% 

1,425.8 

14% 

1,398.5 

14% 

- Toll  service 

505.3 

4% 

487.5 

5% 

487.2 

5% 

- Other 

466.0 

4% 

441.5 

4% 

431.6 

5% 

$4,126.0 

35% 

$3,862.2 

37% 

$3,753.7 

38% 

Cellular  and  wireless 

$464.0 

4% 

$322.2 

3% 

$242.1 

2% 

Sprint/North  Supply 

$677.2 

6% 

$594.0 

6% 

$569.0 

6% 

Sprint  Publishing 

$268.0 

2% 

$257.0 

2% 

$245.0 

2% 

Other 

-- 

- 

11.9 

-- 

$12.0 

-- 

(Eliminations) 

$(306.6) 

(3%) 

$(285.2) 

(2%) 

$(276.1) 

(2%) 

Total 

$11,367.8 

100% 

$10,420.3 

100% 

$9,933.3 

100% 

Each  of  Sprint's  primary  divisions — long- 
distance, local  and  cellular/ wireless 
communications  services — generated  record 
levels  of  net  operating  revenues  and  improved 
operating  results  in  1 993 . 

• Long  distance  net  operating  revenues 
increased  9%  in  1993,  following  a 5% 
increase  in  1992  due  to  traffic  volume 
growth  of  8%  and  6%,  respectively. 

Revenue  increases  reflect  ongoing  growth  in 
the  business  and  international  markets, 


coupled  with  rebounding  growth  in  the 
residential  market  during  1993. 

• Local  communications  services  revenues 
increased  7%  in  1993,  reflecting  continued 
increases  in  the  number  of  access  lines 
served  and  growth  in  add-on  services,  such 
as  custom  calling.  Network  access  revenues, 
derived  from  interexchange  long-distance 
carriers'  use  of  the  local  network  to  complete 
calls,  increased  as  a result  of  increased  traffic 
volumes. 
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• Cellular  and  wireless  revenues  increased 
44%  primarily  due  to  a 67%  increase  in 
customer  lines  served,  which  was  partially 
offset  by  a decline  in  service  revenue  per 
customer  line  served. 


• Telecommunication  product  sales  rose  14% 
during  1993,  reflecting  additional 
nonaffiliated  contracts  and  increased  sales  to 
the  Local  Telecommunications  Division, 
partially  as  a result  of  sales  during  1993  to 
the  merged  Centel  telephone  operations. 

Industry  Markets 

Sprint's  customers  include  commercial  and 
government  organizations,  as  well  as 
consumers. 


Geographic  Markets 

Sprint  operates  local  telecommunications 
services  in  Florida,  Illinois,  Indiana,  Kansas, 
Minnesota,  Missouri,  Nebraska,  Nevada,  New 
Jersey,  North  Carolina,  Ohio,  Oregon, 
Pennsylvania,  South  Carolina,  Tennessee, 
Texas,  Virginia,  Washington  and  Wyoming. 


International  offices  are  in  Australia,  Belgium, 
Canada,  France,  Germany,  Hong  Kong,  Israel, 
Italy,  Japan,  Korea,  Mexico,  the  Netherlands, 
Norway,  Puerto  Rico,  Russia,  Spain  and  the 
U.K. 


Acquisitions 

Effective  March  9,  1993,  Sprint  merged  with 
Chicago-based  Centel  Corporation  for 
approximately  1 19  million  shares  of  Sprint 
common  stock,  valued  at  $4.7  billion. 

• Centel,  with  nearly  8,000  employees  at  the 
time  of  the  acquisition  and  1 992  revenue  of 
about  $1.18  billion,  provides  local  exchange 
and  cellular/wireless  communications 


• The  operations  of  Centel  have  been  merged 
into  Sprint. 

In  October  1989,  Sprint  acquired  Hawaii- 
based  Long  Distance/USA,  provider  of  long- 
distance communications  services  with  an 
emphasis  in  the  hospitality  industry. 

In  August  1989,  Sprint  acquired  100%  of  the 
outstanding  stock  of  Private  TransAtlantic 
Telecommunications  Systems,  Inc.  (PSI), 
which  owned  a 50%  interest  in  the  PTAT 
transatlantic  fiber-optic  cable  system.  Cable  & 
Wireless,  pic,  based  in  London,  owns  the  other 
50%  interest. 

Divestitures 

In  May  1993,  Sprint  sold  its  Information 
Systems  of  America  (ISA)  unit  to  SunGard 
Financial  Systems  Inc.  of  Wayne  (PA).  ISA, 
with  annual  revenue  of  about  $12  million,  is  an 
Atlanta-based  provider  of  investment 
management  and  accounting  software  for  the 
insurance  industry. 

During  1992,  Centel's  local  telephone 
operations  in  Ohio  were  sold  to  Century 
Telephone  Enterprises,  Inc.  Proceeds  from  the 
sale  aggregated  $129  million. 

During  1991,  Centel's  local  telephone 
operations  in  Minnesota  and  Iowa  were  sold  to 
Rochester  Telephone  Company  for  cash  and 
stock. 

Employees 

As  of  December  31,  1993,  Sprint  had 
approximately  50,500  employees.  The 
company  currently  has  approximately  51,000 
employees. 
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Key  Products  and  Services 

The  following  discussion  will  focus  on  the 
network  services  and  software  systems 
provided  by  Sprint. 

Worldwide  Virtual  Private  Networks 

Virtual  Private  Network  (VPN),  originated  by 
Sprint,  is  a software-defined  network  offering 
the  appearance  and  functionality  of  a dedicated 
private  network  with  improved  flexibility  at  a 
fraction  of  the  cost.  VPN  delivers  ubiquitous 
off-net  dialing  in  the  U.S.  and  direct-dial 
service  to  every  direct-dial  country  in  the 
world. 

VPN  56,  Sprint's  Switched  56  kbps  service, 
supports  advanced  voice,  data  and  image 
network  communications  tools  including 
Group  IV  fax,  high-resolution  image  transfer, 
file  transfer,  videoconferencing  and  switch  data 
services.  All  are  supported  via  integrated 
access  to  other  data  services,  such  as 
SprintNet. 

International  VPN  extends  VPN  functionality, 
including  its  dialing  plan,  to  Canada  and, 
through  bilateral  arrangements  with  overseas 
providers,  to  key  international  business 
locations. 

GLOBAL  VPN  offers  the  world's  first 
multilateral  virtual  network  service,  combining 
voice,  data  and  ISDN  capabilities  in  a single 
service.  It  is  offered  in  conjunction  with 
various  overseas  carriers  participating  in  the 
marketing  arrangement.  GLOBAL  VPN  is 
available  from  the  U.S.,  Canada,  the  U.K.,  the 
Netherlands,  Australia  and  Hong  Kong. 

• Current  Sprint  GLOBAL  VPN  clients 
include  Rockwell  International,  Grand 


Metropolitan  pic,  DEC,  and  Esso  (Exxon's 
U.K.  subsidiary). 

GLOBAL  FON  is  a strategic  marketing 
alliance  between  Sprint,  Cable  & Wireless, 
Hong  Kong  Telecom,  Mercury 
Communication  in  the  U.S.,  Unitel  and 
Teleglobe  in  Canada,  PTT  Telecom 
Netherlands  and  other  participants  to  provide 
one-stop  sales  and  customer  service  for  global 
telecommunications  to  multinational  customers 
in  the  U.S.,  Canada,  the  U.K.,  Hong  Kong, 
Japan,  the  Caribbean,  and  other  key  business 
centers. 

• Customers  in  one  participating  country  can 
extend  their  private  or  public  network  to  any 
or  all  other  participating  nations,  integrating 
voice,  data,  and  video  on  a global  basis. 

• SprintNet  serves  as  the  U.S.  segment  of 
GLOBAL  FON  services.  Sprint's  global 
services  are  linked  by  PTAT-1,  the 
transatlantic  private  cable,  and  the  North 
Pacific  transpacific  cable. 

Data  Transport  Services  and  Systems 

Sprint  owns  and  operates  SprintNet,  the 
world's  largest  public  data  network  that  allows 
customers  to  link  host  computers,  terminals, 
workstations  and  PCs  together  to  perform  a 
range  of  applications. 

• The  network  is  managed  24  hours  a day 
from  Sprint's  Network  Control  Center  in 
Reston  (VA).  The  center  has  Sprint 
TPS5000  computers  installed  in  support  of 
SprintNet. 

• SprintNet  has  more  than  300  international 
access  centers  in  more  than  35  countries  and 
more  than  500  centers  in  the  U.S.  to  allow 
for  data  and  voice  connections. 
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• SprintNet  can  be  accessed  via  dial-up, 
dedicated  access  and  on-site  concentrators, 
from  thousands  of  locations  worldwide. 
Connect  options  include: 

- DataCall  Plus©  provides  global  dial-up 
access  to  host  computers,  using  the 
SprintNet  data  network,  for  asynchronous 
and  X.25  applications  at  300  to  9600  bps. 
Optional  CPE  products  provide  dial-up 
access  from  remote  PCs  to  IBM  hosts 
supporting  3270,  5250  and  AS/400  PC 
support  sessions. 


c 


- Multidrop  Plus  provides  worldwide 
dedicated  access  to  IBM  applications  with 
high-speed  virtual  memory  multidrop 
connections. 

- X.25  LAN  Service™  integrates 
geographically  dispersed  local-area 
networks  (LANs)  into  a single  enterprise- 
wide network,  providing  simultaneous 
access  to  multiple  applications  and 
platforms. 

- Global  Data  Connection  provides  a global, 
two-way,  high-speed  permanent  network 
connection.  The  link  can  be  configured  to 
support  host-to-host  or  terminal-to-host 
connections. 

- Custom  Link  Series™  permits  clients  to 
customize  their  own  managed  global  data 
network  services  on  SprintNet  through 
three  options — One-to-One,  for  point-to- 
point  connectivity;  All-to-One,  for 
centralized  or  star  networking;  and  All-to- 
All  for  meshed  networking. 

- International  X.75  service  is  provided 
through  international  packet  switched 
public  data  networks  operated  by 
telecommunications  administrators  (PTTs). 


Dial  and  dedicated  access  are  available  in 
more  than  100  countries.  Sprint  provides  a 
single-vendor  solution  for  ordering  and 
installation  of  service  and  consolidated 
billing.  Direct  connections  and  collect  or 
prepaid  calling  options  are  also  features  of 
the  service. 

Sprint  offers  global  frame  relay  services 
around  the  world  and  can  design  and  manage 
complete,  turnkey  private  frame  relay 
networks.  Both  public  and  private  frame 
solutions  are  based  on  the  TP4900™  Series 
switch,  developed  and  manufactured  by  Sprint. 

TranXact™,  introduced  in  1993,  is  a 
transaction  processing  network  designed  for 
nationwide  credit  card  authorization,  check 
approval  and  other  transactions  serving  banks 
and  credit  card  companies. 

Sprint  is  a leading  provider  of  private  data 
network  solutions,  with  an  installed  base  of 
more  than  225  private  data  networks  (more 
than  50  of  which  were  designed  and  built  to 
the  exact  standards  of  public  data  networks 
offered  by  PTTs  and  value-added  network 
service  providers). 

• These  networks  incorporate  Sprint’s  line  of 
Telenet®  communications  equipment, 
including  access,  switching,  bandwidth 
management  and  network  management 
products. 

• Sprint's  New  York-based  International 
Dedicated  Service  Center  has  Tellabs  532 
DCS,  Everex  386  PC,  Compaq  386  PC, 

DEC  Micro  VAX,  Tandem,  FMS,  TRS,  and 
IBM  mainframe-based  computers  installed  in 
support  of  international  private  line 
transmissions  and  PTAT. 
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For  hybrid  networks.  Sprint  can  provide  all 
customer  premises  equipment  (CPE),  plus 
provisioning,  installation  and  maintenance. 

CPE  products  include  protocol  conversion, 
terminal  concentration,  switching,  channel 
banks,  channel  service  units,  data  service  units, 
terminal  interface  units  and  modems. 

Clearline®  private  line  services  provide 
unlimited  line  availability  between  locations  24 
hours  a day,  at  a flat  monthly  rate.  Services 
are  provided  over  Sprint's  all-digital  fiber-optic 
network  and  Digital  Cross  Connect  Systems 
for  centralized,  remote  monitoring. 

• Clearline  45  (U.S.  only)  is  a fully  digital, 
high-capacity  circuit  that  transmits  voice, 
data  and  video  at  the  North  American 
standard  of  44.736  Mbps  and  is  specially 
suited  for  large  volume,  high-speed 
transmission  at  a competitive  rate. 

• Clearline  1.5  (U.S.  and  international)  is  a 
fully  digital,  high-capacity  circuit  transmitted 
at  the  North  American  standard  of  1 .544 
Mbps  for  transmitting  voice,  data,  video, 
electronic  mail,  facsimile  and  other  services 
using  digitally  encoded  signals 
simultaneously. 

• Clearline  Fractional  1.5  (U.S.  and 
international)  is  an  application-specific, 
banded  speed,  dedicated  digital  service 
providing  from  1 12  to  768  kbps  of  usable 
bandwidth  used  for  applications  such  as 
medical  diagnostic  imaging  and  high- 
resolution  fax  and  video  presentations.  It  is 
an  economical  alternative  to  Tl. 

• Clearline  2.0  (International)  is  a dedicated 
digital  circuit  that  conforms  to  the  CCITT 
standard  transmission  of  2.048  Mbps. 

Voice,  data  and  video  services  can  be 


combined  over  30  channels  of  available 
bandwidth.  The  service  is  suited  for 
international  bulk  data  transfers  and  high- 
speed data  requirements. 


• Clearline  1.0  (International)  is  a high- 
capacity,  dedicated  digital  service 
transmitted  at  1.024  Mbps  and  is  offered  as  a 
single  unchannelized  circuit. 


• Clearline  Digital  Data  Service  (U.S.  and 
international)  is  a single,  end-to-end,  all- 
digital  dedicated  circuit  that  supports 
synchronous  data  transmission  at  speeds  of 
2.4,  4.8,  9.6,  56  and  64  kbps  in  the  U.S.  for 
point-to-point  and  multipoint  applications. 
Internationally,  service  is  transmitted 
synchronously  at  the  North  American 
standard  of  56  kbps  for  point-to-point 
applications.  The  service  provides  superior 
transmission  quality  and  accuracy  and  is 
suited  to  bulk  data  transfer,  video  and 
interactive  transactions. 


• Clearline  Clear  Channel  64  (International)  is 
a dedicated,  single-channel  service. 


• Clearline  Voiceband  (U.S.)  is  a single,  4 Khz 
voiceband  circuit  operating  digitally  through 
the  Sprint  fiber-optic  network. 


Sprint  56  switched  digital  services  provide 
access  to  56  kbps,  1 12  kbps,  384  kbps  or 
greater  amounts  of  digital  bandwidths  for 
intensive  data  networking  applications.  Access 
to  Sprint  56  is  via  local  exchange  carrier  dial- 
up to  the  Sprint  network  or  through  Tl  access. 
Applications  supported  include  high-speed 
Group  IV  fax,  file-transfer,  high-resolution 
image  transfer,  LAN-to-LAN  connectivity  and 
video  transmission  for  conferencing,  remote 
surveillance,  etc. 
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Sprint  Integrated  Access  capabilities  allows 
users  to  select  the  most  cost-effective 
access/service  combination  for  each 
application.  All  services  and  applications  can 
be  combined  on  a T1  facility,  including 
integrated  access  to  SprintNet,  frame  relay  and 
Sprint  Meeting  Channel;  ANI  and  DNIS 
delivery;  two-way  calling;  route  advance  and 
overflow  capabilities;  and  account  and 
authorization  code  delivery. 


Global  One  SolutionSM  is  a value-added 
service  that  provides  a single  point  of  contact 
for  the  management  of  international  Clearline 
private  lines  and  Global  VPN  products. 

Fax  and  Electronic  Messaging  Services 


SprintFAX®  fax  services  permit  broadcast 
distribution  (sending  a fax  to  multiple 
locations)  and  document  retrieval  via  fax  from 
an  800  or  900  number. 

Global  SprintFAX®  is  a worldwide,  store-and- 
forward  fax-to-fax  service  offered  over  a 
dedicated  fax  network. 


SprintMail®  Services  are  a family  of  electronic 
messaging  services. 

• SprintMail  Electronic  Mail  allows  you  to 
send,  receive  and  file  electronic  messages  24 
hours  a day  from  a terminal,  PC  or 
communicating  work  processor.  Any  type  of 
data  file  can  be  sent — word  processing, 
spreadsheet  and  graphic.  Other  features 
include  bulletin  boards,  forms  and  a directory 
service. 

• SprintMail  Newsclips  scans  more  than  6,000 
news  stories  a day,  from  more  than  a dozen 
real-time  news  wires  around  the  world  and 
delivers  stories  on  selected  topics  directly  to 
the  user's  electronic  mail  box. 
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• SprintMail  Fax  allows  messages  to  be  sent 
from  a desktop  PC  or  workstation  to  a fax 
machine. 

• SprintMail  Telex  allows  the  exchange  of 
information  with  domestic  or  international 
telex  subscribers  from  a PC,  word  processor 
or  data  terminal. 

• SprintMail  Post  delivers  electronically  input 
messages  from  a desktop  PC  as  high-quality, 
laser-printed  mail  in  two  days  or  less, 
anywhere  in  the  continental  U.S. 

• PC  SprintMail  and  Mac  SprintMail  are 
menu-driven  software  packages  that  provide 
direct  access  to  SprintMail  from  a desktop 
PC  and  Macintosh  computer,  respectively. 

• 3780  Host  Batch  and  X.400  access  are  also 
available. 

• Sprint  Message  XChange  expands 
connectivity  allowing  companies  to  connect 
their  private  electronic  mail  systems  with 
SprintMail  in  their  native  protocol. 

Sprint  EDI  Services  permit  the  exchange  of 
business  documents  electronically  with  trading 
partners  worldwide. 

Sprint  messaging  systems  are  designed  to 
handle  high-volume,  advanced  applications  on 
a global  scale  and  are  targeted  to  larger 
organizations. 

• Telemail®  System  combines  SprintMail 
messaging  software  with  fault-tolerant 
Tandem  hardware  to  provide  a customized 
system. 

• TPX4000™  System  is  a high-speed,  high- 
capacity  X.400  message  switch  that  can  link 
disparate  mail  systems  within  an 
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organization.  It  is  designed  to  work  with  all 
X.400-based  electronic  mail  systems, 
including  LANs,  office  automation  systems 
and  large  distributed  electronic  mail 
networks,  such  as  Telemail  systems. 

• The  Sprint  EDI  System  expedites  daily 
business  transactions  with  trading  partners 
and  supports  multiple  worldwide  EDI 
standards,  communications  protocols  and 
access  methods. 

• Global  SprintFAX®  System  includes  a 
Tandem  fault-tolerant  mainframe  host 
document  storage  and  routing  and  a fax 
server  to  interface  with  users. 


Clarity®,  800,  Clearline  and  FONCARD 
services. 

Insite  ACTSM  is  a network  management 
change  tool  to  make  changes  to  VPN  from  any 
touchtone  telephone. 


TPS5800™  is  a network  management  system 
for  Sprint's  X.25  and  frame  relay  private  data 
networks.  This  UNIX-based  system  provides 
network  control  functions,  including 
configuration  management,  status  and 
diagnostic  monitoring,  fault  recovery  and  data 
collection. 


Industry-Specific  Solutions 


Videoconferencing  Services 

Sprint  Video®  is  Sprint's  single  source  for 
videoconferencing  products  and  services-ffom 
codec  equipment  to  support  services,  including 
room  installation,  usage  development, 
maintenance  and  training. 

Kinko's,  the  nation's  largest  retail  chain  of 
document  creation  and  reproduction  centers, 
has  linked  with  the  Sprint  data  and 
videoconferencing  network  to  bring  public 
rooms  to  neighborhoods  across  the  country  for 
personal  and  business  meetings. 

Network  Management  Tools 

Insite  PCSM  monitors  trunk  group  traffic, 
activates  alternate  Enhanced  800  routing  plans, 
updates  FONCARD  SM  and  authorization 
codes  and  performs  troubleshooting.  The 
software  is  available  for  IBM  and  compatible 
and  Macintosh  personal  computers. 

Insite  Executive™  is  a workstation-based 
customer-premises  platform  providing 
integrated  management  of  VPN,  Sprint 


Sprint  also  offers  individualized  service 
packages  tailored  to  specific  markets  as 
follows: 


• SIGN®  (State  Interconnected  Government 
Network)  links  state  governments  and 
universities  nationwide  through  a software- 
defined,  multistate  network.  Member 
institutions  benefit  by  integrating  voice,  data, 
and  video  services  over  digital  telephone 
lines,  at  voice  rates. 


• University  Connection®  brings  the 
capabilities  of  SIGN  to  colleges  and 
universities  and  is  tailored  to  meet  the  needs 
of  students,  faculty  and  administration  at  any 
state  or  private  campus  in  the  U.S. 

• Collegiate  Connection®  provides  operator 
services  and  student-resale  services  to 
colleges  and  universities. 

• HANDS®  (Healthcare  Applications 
Network  Delivery  System)  offers  voice, 
data,  image,  and  video  communications 
services  to  medical  practices. 
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• The  Hospitality  ConnectionSM  is  a single- 
vendor solution  for  the  hospitality  industry. 

• SAFE  BLOCKSM  is  an  integrated  prison 
telephone  control  system. 

Cellular  and  Wireless 

Sprint  Cellular  is  well-established  as  a major 
wireless  provider,  operating  in  nearly  100 
markets.  Working  with  other  Sprint  divisions. 
Sprint  Cellular  is  currently  testing  various 
Personal  Communications  Services  (PCS), 
such  as  Virtual  Private  Network  (VPN), 
Cellular  Centrex  and  Personal  Number  Service 
(PNS). 

Other 

Sprint's  Government  Systems  Division  (which 
reports  to  the  Long-Distance  Division) 
provides  a range  of  voice,  data  and  video 
services  to  more  than  34  federal  government 
agencies  under  the  FTS2000  contract,  and  to 
other  government  agencies  through  more  than 
200  non-FTS2000  contracts.  Sprint  provides 
40%  of  the  FTS2000  network.  Sprint  also  has 
new  agreements  to  provide  data  networks  for 
the  U.S.  Geological  Survey  and  the  Air 
Force’s  NEXRAD  weather  tracking  system. 

Recent  contracts  awarded  to  Sprint  include  the 
following: 

• SmithKline  Beecham  has  selected  Sprint  to 
construct  a global  data  network  using  X.25 
and  frame  relay 

• Sprint/Carolina  Telephone  is  playing  a major 
role  in  a public/private  partnership  to  build 
one  of  the  world’s  largest  local 
communications  networks — the  North 
Carolina  Information  Highway — which  will 


serve  high  schools,  hospitals,  colleges, 
universities  and  government  facilities. 

• Dow  Jones  & Co.,  Four  Seasons  Hotels  & 
Resorts,  Hallmark  Cards,  Inc.,  H&R  Block, 
the  Securities  Industry  Association, 

Sunquest  Information  Systems  and 
TransWorld  Airlines  signed  new  or  expanded 
multimillion  dollar  contracts  for  Sprint 
products  and  services  in  the  first  half  of 
1994. 

Alliances 

Through  an  alliance  with  America  Online, 
Sprint  customers  will  receive  special  savings 
on  America  Online's  information  services. 

In  October  1993,  Sprint  and  Minnesota 
Supercomputer  Center  Inc.  (MCSI)  announced 
a joint  marketing  agreement  to  bring 
supercomputer  capabilities  to  the  desktops  of 
U.S.  companies  for  computer- intensive 
research  applications  such  as  3D  modeling  of 
DNA,  air  and  spacecraft  vehicles, 
seismological  formulations  and  architectural 
structures. 

International  alliances  include  the  following: 

• Pending  government  approvals,  Sprint  has 
announced  a global  partnership  with  France 
Telecom  and  Deutsche  Telekom  whereby  the 
partners  will  offer  seamless,  global 
telecommunications  services  to  business, 
consumer  and  carrier  markets  worldwide. 

• Sprint  has  formed  a new  company  in  Poland 
with  R.P.  Telekom  S.A.  to  develop  an 
integrated  broadband  fiber-optic  network 
that  will  provide  local  telephone  and  cable 
television  services  to  Poland's  Pila  and 
Katowice  districts. 
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• In  Canada,  Sprint  announced  an  alliance  with 
Call-Net  Enterprises  Inc. — Canada's  largest 
alternative  provider  of  long-distance 
switched  voice  services — giving  Sprint  a 
25%  equity  in  Call-Net.  Call-Net's 
subsidiary — Sprint  Canada  Inc. — is 
launching  Sprint  business  and  residential 
long-distance  products  and  services  in 
Canada. 

• During  1993,  Sprint  formed  Alcatel  Data 
Networks,  a joint  venture  with  Alcatel  N.V. 
of  France.  With  a customer  base  of  more 
than  400  large-scale  networks,  Alcatel  is  a 
leading  supplier  of  systems  for  public  and 
private  wide-area  data  networks.  Sprint  and 
Alcatel  are  leveraging  their  combined 
expertise  to  speed  the  development  and 
introduction  of  a next-generation  product 
line  based  on  ATM  technology. 

• In  1993,  Sprint  joined  as  an  investor  in 
Iridium,  Inc.  a satellite-based  wireless 
telecommunications  network  being  designed 
and  developed  by  Motorola.  Sprint  will 
serve  as  managing  partner  of  Iridium’s  North 
American  Gateway. 

Competition 

Sprint's  Long  Distance  Division  competes  with 
AT&T  and  MCI  in  all  segments  of  the  long- 
distance communications  market. 

The  potential  for  more  direct  competition  with 
Sprint's  local-exchange  carriers  (LECs)  is 
increasing.  Many  states,  including  most  of  the 
states  in  which  Sprint's  LECs  operate,  allow 
competitive  entry  into  the  intra-LATA  long- 
distance service  market. 

In  the  network  services  arena,  competitors 
include  MCI,  GEIS,  Infonet  and  Advantis. 
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Spyglass, 

Inc. 

President  & CEO:  Douglas  P.  Colbeth 
1240  E.  Diehl  Road 
Naperville,  IL  60563 
Phone:  (630)  505-1010 

Fax:  (630)  505-4944 

Internet:  http://www.spyglass.com 

Aspyglass 

Status:  Public 

Employees:  139(7/96) 

Revenue:  $10,350,000 

Fiscal  Year  End:  9/30/95 


Key  Points 

• Spyglass,  Inc.  licenses  World  Wide  Web 
client  and  server  technologies;  the  core  of  its 
embeddable  technologies  is  the  Spyglass 
Web  Client. 

• In  June  1996,  Spyglass  announced  the  first 
customer  shipments  of  the  Spyglass  Web 
Technology  Kit  (WTK),  a collection  of 
technology  components  designed  to  facilitate 
easier  Web  development  for  Spyglass 
customers. 


• Also  in  June  1996,  Spyglass  and  Microware 
Systems  Corp.  announced  a strategic 
alliance  under  which  Microware  would 
license  Spyglass’  WTK  for  incorporation  into 
Microware’s  OS-9  operating  system  to 
address  the  demands  of  the  rapidly 
emerging  Internet  appliance  market. 

• In  April  1996,  Spyglass  acquired  OS 
Technologies  Corp.,  a company  that 
develops  and  licenses  Web  conferencing  and 
forum  technology. 

• Also  in  April  1996,  the  company  acquired 
SurfWatch  Software,  Inc.  a Los  Altos  (CA) 
vendor  of  Internet  filtering  and  parental 
control  software. 

• In  January  1996,  Spyglass  acquired 
Stonehand,  a company  that  strengthened 
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Spyglass’  SGML,  HTML  and  Unicode 
technology  offerings. 

Company  Description 

Spyglass,  Inc.,  founded  in  1990  by  scientists 
from  the  National  Center  for  Supercomputing 
Applications  (NCSA)  at  the  University  of 
Illinois,  created  its  own  Web  browser  based  on 
NCSA  technology  and  is  now  a leading 
supplier  of  Web-enabling  technologies  that  are 
embedded  in  other  companies’  applications. 

From  its  founding  in  1990  until  1994, 

Spyglass  focused  primarily  on  data 
visualization  products  sold  to  the  scientific 
market. 

In  May  1994,  Spyglass  entered  into  an 
agreement  with  the  University  of  Illinois  that 
granted  the  company  the  exclusive  right  to 
develop,  distribute,  and  sublicense  commercial 
products  based  upon  NCSA’s  Mosaic,  the  first 
widely  used  Web  browser. 

Spyglass  introduced  its  commercial  release, 
Spyglass  Mosaic,  in  1994,  and  since  that  time 
the  technology  has  accounted  for  an 
increasing  portion  of  the  company’s  revenues. 

The  company  focuses  primarily  on  providing 
Web  software  to  vendors  and  OEMs  who  can 
build  the  tools  of  the  Spyglass  browser  and 
server  technologies  into  their  own 
applications. 

In  June  1995,  Spyglass  made  an  initial  public 
offering  that  generated  $32.1  million  for  the 
company;  this  was  used  to  build  and  improve 
on  the  company’s  products  and  to  make 
partnerships  and  provide  more  licenses. 


Organization  and  Structure 

Spyglass  is  headquartered  in  Naperville  (IL). 

The  company  operates  research  and 
development  facilities  in  Champaign  (IL), 
Cambridge  (MA),  and  Los  Altos  (CA),  and 
maintains  regional  sales  offices  in  Cambridge 
(MA),  Morristown  (NJ),  and  San  Ramon  (CA). 

Additionally,  the  company  has  an  Asia/Pacific 
subsidiary,  Spyglass  Asia  Pacific,  located  in 
Hong  Kong. 

Key  executives  are  listed  below: 


Spyglass  Key  Executives 


Name 

Title 

Douglas  P.  Colbeth 

President  & CEO 

Thomas  E .Banahan 

VP  Sales 

Tim  Krauskopf 

CTO  & VP  Research  & 
Development 

Thomas  S.  Lewicki 

Controller 

Michael  F.  Tyrrell 

EVP  Business  Development 

Randy  Littleson 

Director  of  Product  Marketing 

Marcus  C.  Miller 

EVP  Marketing 

Company  Strategy 

Spyglass  is  the  leading  provider  of  embedded 
WWW  device-independent  component 
software.  Spyglass  has  more  than  72  high- 
volume  partners  incorporating  its  technology 
in  over  170  different  products  and  services. 

The  company’s  goal  is  to  have  2000  licensing 
partners  by  the  year  2000. 

The  central  element  of  the  company’s  business 
strategy  is  a multichannel  distribution  model 
in  which  Spyglass  provides  scalable, 
adaptable,  modular  Web  technologies  that 
OEMs,  VARs  and  distributors  can  customize 
and  incorporate  into  their  products  and 
services  for  end  users.  As  a result,  the 
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company’s  revenues  arise  primarily  from 
licensing  fees. 

Spyglass  feels  that  this  approach  enables  the 
company  to  leverage  the  development, 
marketing,  and  distribution  expertise  of 
larger  organizations  that  are  strategically 
focused  on  offering  value-added  products  and 
services  for  the  Internet. 

Also,  this  approach  expands  Spyglass’ 
customer  base  because  it  makes  most 
companies  publishing  information  or 
conducting  business  on  the  Web  potential 
customers. 

According  to  Spyglass  management,  the 
company  plans  to  continue  pursuing  this 
strategy  of  licensing  key  technologies  in  the 
following  ways: 

• Maintaining  partnerships  and  renewing 
current  license  agreements 

• Working  with  licensees  who  have  multiyear 
agreements  to  license  new  Spyglass 
technology  offerings 

• Pursuing  new  partnerships  with  companies 
that  could  profit  from  Web-enabling  their 
product  or  service  with  Spyglass  technology 

• Developing  new  technologies  to  maintain  a 
leadership  position  in  the  Internet 
marketplace 

• Making  acquisitions  of  new  technologies 
when  appropriate 


Additionally,  Spyglass  is  positioning  its  Web 
Technology  Kit  as  a means  for  both  systems 
integrators  and  corporate  IS  developers  to 
deploy  Web  browsers  into  programs. 

Financials 

Revenue  for  the  fiscal  year  ending  September 
30,  1995  reached  $10.4  million,  a 185% 
increase  over  $3.6  million  for  the  fiscal  year 
ending  September  30,  1994. 

• Spyglass  management  attributes  this 
increase  in  revenues  primarily  to  $6.9 
million  in  revenues  from  licensing  Spyglass 
Mosaic,  and  to  the  approximately  20%  of 
revenues  for  the  1995  fiscal  year  that  came 
from  a license  for  Spyglass  Mosaic  granted 
to  the  Microsoft  Corporation. 

• During  this  time  period,  sales  and 
marketing  expenses  increased  217%  to  $3.1 
million  because  of  higher  commission  costs, 
staff  additions  in  sales,  marketing,  and 
product  support,  and  increased  salary  and 
benefit  costs  primarily  resulting  from  the 
development  and  distribution  of  Spyglass 
Mosaic. 

• Reseach  and  development  expenses  for  the 
year  increased  249%  to  $2.0  million, 
primarily  due  to  costs  associated  with 
enhancements  to  existing  technologies  and 
new  product  development  of  Spyglass 
Mosaic  and  the  Spyglass  Server. 
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Spyglass,  Inc. 

Three-Year  Financial  Summary 

($  Thousands,  except  per-share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

Revenue 

$10,350 

$3,629 

$1,375 

• Percent  change  from 

previous  year 

185% 

164% 

N/A 

Income  (loss)  before  taxes 

$3,592 

$856 

$(320) 

• Percent  change  from 

previous  year 

320% 

368% 

N/A 

Net  income  (loss) 

$2,177 

$1,331 

$(320) 

• Percent  change  from 

previous  year 

64% 

515% 

N/A 

Earnings  (loss)  per  share 

$0.25 

$0.08 

$(0.13) 

• Percent  change  from 

previous  year 

213% 

162% 

N/A 

Interim  Results 

Revenue  for  the  six  months  ending  March  31, 
1996  reached  $8.9  million,  up  from  $4.7 
million  for  the  same  period  in  1995.  One 
hundred  percent  of  revenue  for  the  six  months 
ending  March  31,  1996  was  from  World  Wide 
Web  technology. 

Net  income  exceeded  $1.6  million,  compared 
to  net  income  of  $567,000  for  the  same  period 
a year  ago. 

Revenue  Analysis  by  Product/ Service 
From  its  founding  until  fiscal  1994,  the 
primary  source  of  Spyglass  revenue  was  the 
company’s  data  visualization  products. 


However,  with  the  introduction  of  Spyglass 
Mosaic  in  the  second  quarter  of  1994,  an 
increasing  percentage  of  revenues  were 
generated  by  licensing  fees  of  that  technology, 
and  Spyglass  has  since  sold  its  data 
visualization  product  line  to  a stockholder. 

Spyglass  is  now  concentrating  its  efforts  on 
World  Wide  Web  technology  licensing,  which 
accounted  for  85%  of  revenues  in  the  fiscal 
year  ending  September  30,  1995. 

A three-year  summary  of  source  of  revenue,  as 
provided  by  Spyglass,  follows: 
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Spyglass,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

World  Wide  Web  technology 

$8.8 

85% 

1.6 

46% 

- 

- 

Data  visualization  products  (a) 

1.5 

15% 

2.0 

54% 

1.4 

100% 

Total 

$10.3 

100% 

$3.6 

100% 

$1.4 

100% 

(a)  This  product  line  was  sold  during  1 995. 


Acquisitions 

Spyglass  made  three  acquisitions  in  1996  to 
improve  the  range  of  technology  options 
available  in  its  client  and  server  embeddable 
technologies. 

• In  February,  Spyglass  acquired  Stonehand 
Inc.,  a Cambridge  (MA)  company  that 
develops  and  licenses  embeddable  text 
formatting  tools  for  applications  and 
systems  software  developers. 

- The  Stonehand  acquisition  provided 
Spyglass  with  a viewing  engine  compatible 
with  Unicode — a technology  that  could  aid 
Spyglass  in  developing  a single,  worldwide 
browser  that  has  double-byte  language 
support. 

- Stonehand’s  viewing  engine  also  has  a 
built-in  SGML  parser,  which  is  useful  for 
detecting  errors  and  provides  Spyglass 
with  the  opportunity  to  develop  SML  and 
DSSSL  support  in  the  future,  should  these 
standards  gain  wider  acceptance. 

- Following  the  acquisition,  Stonehand’s 
Cambridge  operation  became  the  basis  of 
Spyglass’s  new  East  Coast  research  and 
development  facility,  concentrating  on  the 
development  of  text-processing  technology 


that  will  later  be  incorporated  into 
Spyglass  products. 

• In  April,  Spyglass  acquired  OS  Technologies 
a Townsend  (MA)  company  that  develops 
and  licenses  World  Wide  Web  conferencing 
and  forum  technology. 

- OS  Technologies’  principal  product  is 
WebNotes,  a Web-based  forum  (BBS  and 
Conferencing)  system  that  helps  people 
gather  and  exchange  ideas  and 
information  using  the  Web. 

- WebNotes  is  well  suited  for  on-line 
customer  support,  connecting  widely 
scattered  people  within  an  organization, 
and  communicating  effectively  with 
business  prospects  and  partners  and 
general  discussion  groups. 

- With  the  acquisition,  Spyglass  can  now 
offer  corporations  the  ability  to  conference 
within  an  intranet  or  Internet,  an  option 
the  company  feels  is  something  its 
customers’  prospects  need  in  order  to  fully 
Web  enable  their  applications,  services  or 
devices. 

• Also  in  April,  Spyglass  acquired  SurfW atch 
Software,  Inc.,  a Los  Altos  (CA)  vendor  of 
Internet  filtering  and  parental  control 
software,  for  $12.6  million. 
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- SurfWatch™  was  the  first  company  to 
ship  Internet  software  for  blocking  access 
to  inappropriate  material,  and  licenses  its 
technology  to  the  on-line  services  industry. 

- Spyglass  will  add  the  SurfWatch  filtering 
technology  to  the  WTKs.  The  SurfW atch 
technology  is  complementary  to  Spyglass’ 
approach  to  the  Internet  marketplace 
because  the  technology  has  potential 
enterprise  applications  beyond  parental 
control. 

Divestitures 

During  the  1995  fiscal  year,  Spyglass  sold  its 
data  visualization  product  line  to  a 
shareholder. 

Employees 

As  of  September  30,  1995,  Spyglass  had  73 
employees,  segmented  as  follows: 


Marketing  and  sales 17 

Customer  support 4 

Research  and  development 41 

Finance  and  administration 1_1 

73 


The  company  currently  has  139  employees. 

Key  Products  and  Services 

Spyglass  creates  Web-based  products  and 
technologies  that  can  be  used  in  a variety  of 
applications  and  across  multiple  platforms. 

Spyglass  Web  Technology  Kit  (WTK)  and 
Server  Software  Development  Kit  (SDK) 

In  1996,  Spyglass  unveiled  the  Spyglass  Web 
Technology  Kit  (WTK)  and  the  Spyglass 
Server  Software  Development  Kit  (SDK), 
which  break  the  company’s  client  and  server 
technologies  into  functionally  independent 
components  for  easier  integration  into  exiting 
customer  technologies. 


• The  Spyglass  Web  Technology  Kit  covers 
multiple  platforms  and  allows  the  user  to 
choose  the  components  necessary  for  a 
particular  system;  each  of  the  WTK’s 
component  technologies  can  be  used  alone  or 
a number  of  them  can  be  used  together  to 
build  a solution. 

• The  Client  WTK  is  targeted  at  commercial 
software  developers,  information  services 
developers,  and  information  appliance 
manufacturers.  The  software,  priced  at  $25 
per  client  in  quantities  of  1,000  or  more 
clients,  provides  clients  with  the  ability  to 
build  Web-browser  functionality  into 
existing  applications  one  piece  at  a time. 

• The  Server  Software  Development  Kit 
(SDK)  is  targeted  at  companies  offering 
Web-enabled  applications  and  services. 

SDK  supports  UNIX,  WindowsNT,  and 
Windows  95,  and  starts  at  $75,000, 
including  run-time  licenses  and  support. 

Spyglass  Server 

The  Spyglass  Server  is  a Web  software  server 
for  Windows  NT  and  UNIX  platforms  that 
adheres  to  Internet/WWW  protocols  and 
standards  and  is  built  on  an  open  architecture 
to  accommodate  modular  add-ons,  thus 
allowing  customers  and  technology  partners 
to  incorporate  additional  technologies  into  the 
product. 

Spyglass  customers  incorporate  the  Spyglass 
Server  technology  into  a variety  of  solutions, 
including  personal  desktop  servers  for 
individuals,  corporate  and  departmental 
database  servers  for  disseminating 
information  within  an  organization,  and 
commercial  servers  for  merchants. 
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Spyglass  Mosaic™ 

Spyglass  Mosaic  is  a Web  browser  that 
provides  access  to  the  information  available 
on  the  Internet. 

• Spyglass  Mosaic  is  a component-based 
technology  that  supports  Microsoft 
Windows,  NT,  and  Macintosh  platforms, 
and  allows  Spyglass  company  customers  to 
create  tailored  on-line  solutions. 

• Spyglass  Mosaic  accesses  the  hypertext 
software  links  on  a Web  site  and 
automatically  accesses  the  remote  server 
identified  by  the  link. 

• Spyglass  Mosaic  has  over  30  user- 
controllable  preferences  that  allow  the 
browser  to  be  customized  to  each  user’s 
computer  system  and  computing  needs. 

Geographic  Markets 

Spyglass  derives  70%  of  its  revenue  from  the 
U.S.  market  and  30%  from  international 
markets,  specifically  Asia  and  Europe. 

Clients 

Spyglass  technology  is  licensed  by  over  70 
partners,  including  Computer  Associates  Inc., 
Digital  Equipment  Corp.,  IBM  Corp., 
Microsoft  Corp.,  and  Oracle  Corp. 

Spyglass  technology  has  been  licensed  for  use 
in  over  170  Internet-based  products  and 
services,  including  the  following: 

• Microsoft  uses  Spyglass  technology  inside 
its  Internet  Explorer  Web  browser. 

• Vanguard  built  a branded  on-line  service 
that  lets  401(k)  customers  check  and 
manage  accounts  using  Web  kiosks. 

• JSB  licenses  Spyglass  technology  for  use  in 
the  core  of  INTRAnet  Jazz,  an  intranet 


solution  designed  to  meet  the  specific  needs 
of  the  enterprise. 

• Data  Pro  embedded  Spyglass  server 
technology  into  its  accounting  software, 
enabling  real-time  order  entry  over  the  Web. 

• MicroTouch  builds  Web-enabled  consumer 
information  centers  that  are  used  on  store 
floors,  in  hotel  lobbies,  and  at  trade  shows. 

• TriTeal  Corp.  uses  Spyglass  server 
technology  as  the  basis  for  TEDserver,  its 
enterprise  server  product. 

• EverSystems  Informatica,  a Brazilian 
banking  software  developer,  will  integrate 
Spyglass  WTK  components  in  intranet  and 
Internet  on-line  home  banking  solutions  for 
several  major  banks. 

• Computer  Associates  integrates  a Spyglass 
server  into  every  copy  of  Openlngres/ICE,  a 
program  that  provides  HTML  access  to 
server-  and  host-based  data. 

Marketing  and  Sales 

Spyglass  distributes  Spyglass  Mosaic  and  the 
Spyglass  Server  through  a multichannel 
distribution  network  of  OEMs,  VARs,  and 
distributors  that  incorporate  client  and  server 
technology  into  their  products  and  services. 

Spyglass’  license  arrangements  with  its 
customers  typically  provide  a non-exclusive 
license  to  incorporate  Spyglass’  technology 
into  the  customer’s  products  and  services  and 
distribute  the  Spyglass  technology.  These 
licenses  generally  provide  for  royalties  based 
on  the  number  of  copies  distributed  and 
include  significant  minimum  royalty 
commitments. 

Alliances 

The  majority  of  Spyglass’  relationships  are 
license-based,  and  the  company  labors  to 


Spyglass,  Inc. 
July  1996 


INPUT  1996  Reproduction  prohibited. 


Page  7 of  8 


INPUT  Vendor  Profile 


improve  these  relationships  through 
collaborative  product  updating  and 
improvement.  Additionally,  Spyglass  has 
entered  into  partnerships  with  the  following 
organizations: 

• The  National  Center  for  Supercomputing 
Applications  (NCSA)  grants  Spyglass  the 
exclusive  worldwide  right  to  develop, 
distribute,  and  sublicense  commercial 
versions  of  NCSA  Mosaic,  the  Web  browser 
that  was  originally  developed  on  the 
University  of  Illinois  campus.  This 
agreement  provides  for  royalties  based  on 
Spyglass  net  revenues  from  Spyglass  Mosaic 
and  includes  cumulative  minimum  quarterly 
royalties. 

Competition 

In  producing  and  licensing  embeddable 
technologies,  Spyglass’  primary  competition 
comes  from  the  in-house  developers  of  other 
Internet  technology  vendors,  on-line  service 
companies,  Internet  access  providers,  and 
Internet  access  providers. 


INPUT  Assessment 

Spyglass’  strengths  include: 

• Open  standards  and  architecture  of 
products 

• Commitment  to  partnership  with  licensees 

• Relationship  with  Microsoft 

• Continuous  company  profitability  since 
entering  the  Internet  market 

• Management  experience  with  Internet 
technology 

• Platform-  and  device-independent 
technology 

Challenges  in  the  future  include: 

• Ensuring  that  technologies  remain  at  the 
forefront  of  innovation 

• Maintaining  profitability 
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Cross  Industry:  Professional  Services 


SRS  Networking,  Inc. 

330  7th  Avenue 
New  York,  NY  1 000 1 
(212)  239-6363 

CEO:  Cliff  Samara,  President 
Private  Company 

Employees:  50 

Revenue  (FYE  9/30/86):  $7.5  million* 


The  Company:  SRS  provides  professional  services,  including  systems  development 
and  computer  consulting,  to  a variety  of  industries.  Emphasis  is  on 
services  relating  to  data  bases  for  mainframes,  micro/mainframe 
links,  and  local  area  networks  (LANs) 

Sources  of  Revenue: 

- Professional  Services  (100%) 

Key  Products  and  Services: 

Professional  Services 

• Development  of  software  for  mainframe  data  bases  and  micro/mainframe 
links 

• Computer  consulting,  specializing  in  use  of  LANs 

Geographic  Markets: 

- U.S.  ( 1 00%) 

SRS  does  a very  small  amount  of  business  in  Japan 

- Sales  and  clients  are  concentrated  in  the  eastern  U.S. 

- Sales  Offices:  Washington,  D.C.  and  New  York  City 


*Company  estimate 
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STATE  OF  THE  ART,  INC.  David  S.  Samuels,  Chairman,  President,  and 

56  Technology  South  CEO 

Irvine,  CA  92718  Public  Corporation  (Pending) 

(714)  753-1222  Total  Employees:  106(3/91) 

Total  Revenue,  Fiscal  Year  End 
12/31/90:  $16,156,000 


The  Company  State  Of  The  Art,  Inc.,  formed  in  1981,  develops,  markets,  and 

supports  microcomputer  accounting  software  products  for 
businesses  of  all  sizes  across  a range  of  industries. 

• From  1982  through  1985,  State  Of  The  Art  sold  its  products 
primarily  through  the  retail  distribution  channel. 

• In  1986,  the  company  introduced  a new  product  line,  M* *A*S  90, 
and  changed  its  distribution  channel  from  retail  computer  stores 
to  value-added  resellers  (VARs)  and  public  accounting  firms. 

• In  May  1991,  State  Of  The  Art  released  a prospectus  in 
anticipation  of  an  initial  public  offering  of  3 million  common 
shares,  of  which  1.5  million  are  to  be  offered  by  the  company  and 
1.5  million  by  selling  shareholders.  Estimated  net  proceeds  to 
the  company  of  $12.2  million  will  be  used  for  general  corporate 
purposes. 

The  company's  objective  is  to  be  the  leading  supplier  of  high-end 
microcomputer  accounting  software  through  developing  high- 
quality,  powerful,  easy-to-use  software;  developing  a distribution 
channel  that  can  effectively  market  the  company's  products  and 
provide  quality  support;  and  offering  products  that  meet  the  needs 
of  a broad  base  of  business  users. 

State  Of  The  Art's  1990  revenue  reached  $16.2  million,  a 46% 
increase  over  1989  revenue  of  $11.0  million.  Net  income  rose  18%, 
from  $2.6  million  in  1989,  to  nearly  $3.1  million  in  1990.  A five-year 
financial  summary  follows: 
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STATE  OF  THE  ART,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

1986 

Revenue 

• Percent  increase 

$16,156 

$11,035 

$7,067 

$4,340 

$2,494 

from  previous  year 

46% 

56% 

63% 

74% 

N/A 

Income  before  taxes 
• Percent  increase 

$5,046 

$3,898 

$1,514 

$881 

$60 

from  previous  year 

29% 

157% 

72% 

★ 

N/A 

• Gross  margin 

31% 

35% 

21% 

20% 

2% 

Net  income 
• Percent  increase 

$3,084 

$2,604 

$1,342 

$832 

$54 

from  previous  year 

18% 

94% 

61% 

★ 

N/A 

• Net  margin 

19% 

24% 

19% 

19% 

2% 

Earnings  per  share 
• Percent  increase 

$0.39 

$0.32 

$0.15 

$0.10 

$0.01 

from  previous  year 

22% 

113% 

50% 

★ 

N/A 

Percent  change  exceeds  1,000%. 


Research  and  development  expenses  were  approximately  9%  of 
revenue  in  1990,  8%  of  revenue  in  1989,  and  8%  of  revenue  in  1988. 

Revenue  for  the  three  months  ending  March  31,  1991  reached  $3.7 
million,  an  11%  increase  over  $3.3  million  for  the  same  period  in 
1990.  Net  income  was  $810,000,  compared  to  $883,000  for  the  same 
period  a year  ago. 

As  of  March  31,  1991,  State  Of  The  Art  had  106  full-time 
employees,  segmented  as  follows: 


Marketing,  administration, 

and  customer  support 

77 

Software  development 

19 

Production 

io 

106 

Major  competitors  include  Computer  Associates;  TLB,  Inc.;  and 
Advanced  Business  Microsystems. 


Page  2 of  4 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


July  1991 


STATE  OF  THE  ART,  INC 


INPUT 


Key  Products  and 
Services 


In  1990,  1989,  and  1988,  State  Of  The  Art  derived  approximately 
71%,  75%,  and  67%,  respectively,  of  its  net  revenues  from  sales  of 
live  product,  which  is  defined  as  software  modules  sold  to  end-users 
by  the  company's  Authorized  Resellers  and  Software  Consultants. 
TTie  balance  of  revenue  was  derived  from  sales  of  Reference 
Libraries  (which  are  a complete  set  of  the  company's  software 
modules  required  to  be  purchased  and  maintained  by  each 
authorized  reseller),  Reference  Library  upgrades,  end-user 
upgrades,  product  support  fees,  seminar  fees,  and  Master  Developer 
license  fees. 

M*A*S  90  EVOLUTION/2,  State  Of  The  Art's  current  product 
line,  was  introduced  in  1988  and  is  available  in  single-user  DOS, 
DOS  network,  and  UNIX  versions. 

• M*A*S  90  EVOLUTION/2  consists  of  13  general-accounting, 
vertical  market,  and  business  productivity  modules  that  can  be 
integrated  into  a comprehensive  accounting  system.  The 
modules,  which  are  designed  to  share  a common  data  base, 
include: 

- General  Ledger 

- Accounts  Receivable 

- Accounts  Payable 

- Payroll 

Inventory  Management 
Sales  Order  Processing 
Purchase  Order  Processing 
Bank  Reconciliation 

- Job  Cost  (for  general  contractors,  architects, 

and  engineers  in  product-oriented  industries) 

- Bill  of  Materials  (for  manufacturers) 

- Import  Master 
Post  Master 

- Library  Master 
Report  Master 

• The  suggested  end-user  list  prices  for  most  of  the  company's 
DOS-based  general  accounting  modules  are  $799.00  each; 
vertical  market  applications  are  list  priced  at  $999.00;  and 
business  productivity  products,  as  well  as  Library  Master  and 
Report  Master,  range  in  list  price  from  $199.00  to  $499.00. 

• The  company  does  not  suggest  list  prices  for  its  UNIX  products, 
but  Authorized  Resellers  and  Software  Consultants  typically 
charge  between  $1,000  and  $2,000  per  module. 
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Industry  Markets 


Geographic 

Markets 
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To  complement  State  Of  The  Art's  standard  modules,  niche-market 
vertical  applications  are  developed  by  authorized  resellers  and 
software  consultants  that  act  as  the  company's  "Master  Developers." 
State  Of  The  Art  licenses  its  M*A*S  90  EVOLUTION/2  source 
code  to  its  Master  Developers  in  order  to  enable  them  to  modify 
standard  modules  to  incorporate  features  desired  by  specific 
customers  or  to  develop  new  vertical  applications. 

State  Of  The  Art  provides  seminars  to  instruct  Authorized  Resellers 
and  Software  Consultants  on  the  use  of  its  products  and  provides 
free  telephone  consultation  and  product  support.  Telephone 
support  for  end  users  is  also  available. 

• In  an  effort  to  further  improve  the  quality  of  its  support,  State  Of 
The  Art  has  increased  its  support  personnel  by  44%  over  the  last 
twelve  months. 


State  Of  The  Art's  products  are  used  by  clients  in  various  industries. 

The  company  distributes  its  products  through  a network  of 
Authorized  Resellers  and  Software  Consultants,  all  of  which  are 
public  accounting  firms  or  VARs.  Approximately  3,700  public 
accounting  firms  and  900  VARs  were  Authorized  Resellers  or 
Software  Consultants  as  of  March  31,  1991. 


Virtually  all  of  State  of  The  Art's  revenue  is  derived  from  the  U.S. 
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STATISTICAL  TABULATING 
CORPORATION 

2 North  Riverside  Plaza 
Chicago,  IL  60606 
(312)  454-8000 


Michael  R.  Notaro,  Chairman  and 
President 

Private  Corporation 
Total  Employees:  500 
Total  Revenue,  Fiscal  Year  End 
12/31/83:  $35,000,000 


THE  COMPANY 

• Statistical  Tabulating  Corporation,  formed  in  1936,  provides  remote  comput- 
ing, batch  processing,  and  electronic  printing  services  through  its  operating 
division,  STAT:TAB.  Disaster  recovery  and  professional  services  are  also 
available. 

• STAT:TAB's  1983  revenue  increased  4%  to  approximately  $35  million,  from 
$33.5  million  in  1982.  Revenue  was  $25  million  in  1981.  The  company  has 
been  profitable  in  the  last  three  years. 

• The  company's  500  employees  are  segmented  as  follows: 


Marketing/sales  25 

Software  services/customer 
support  40 

Operations  (including  data 
entry,  programming,  and  control)  385 

General  and  administrative  50 


500 

• Major  competitors  include  MCAUTO,  Martin  Marietta,  Boeing  Computer 
Services,  Tymshare,  and  CRC. 

KEY  PRODUCTS  AND  SERVICES 

• Ninety  percent  of  STAT:TAB's  1983  revenue  was  derived  from  processing 
services  (75%  remote  computing,  15%  batch,  and  10%  electronic  printing 
services).  The  remaining  10%  was  derived  from  related  professional  services, 
including  education. 

• A profile  of  available  network  applications  is  presented  in  the  exhibit.  Addi- 
tional services  include  the  following: 

Data  entry  services  including  keypunch,  key-to-disk,  or  optical  scan- 
ning used  in  applications  such  as  shipping  records,  school  enrollments, 
inventory  information,  union  pension  file  updates,  and  insurance 
statistics. 
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EXHIBIT 

STAT:TAB  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- 1 NAS  9060,  MVS/SP-JES2 

- 1 NAS  6650,  VM/SP/VSE 

- 3 IBM  370/1 58s,  VM/SP  - MVS  AND  MVT 

- 2 IBM  360/50s  , EDOS 

- FOUR-PHASE  EQUIPMENT,  MFE  UNDER  IDOS 

- 5 XEROX  9700s  (ELECTRONIC  PRINTING) 

- 1 XEROX  8700  (ELECTRONIC  PRINTING) 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- COBOL 

- FORTRAN 

- PL/1 

- ADPAC 

• COMMUNICATIONS/DATA  MANAGEMENT 

- CICS  (BTAM,  VTAM,  ACF/VTAM,  ACF/TCAM, 
DL/1 ) 

- MVS/SP-JES2  - ADF 

- HASP  - BTS  II 

- IMS  - DBPROTOTYPE  II 

- DB/DC 

- DATA  DICTIONARY 

• EDITORS 

- TSO  - SCRIPT 

_ CMS  - WYLBUR 

- CMS-FULLSCREEN 

• UTILITIES 

- CA-SORT 

- STCGENR 

- ACF2-SECURITY  PACKAGE 


APPLICATION  AREA/PRODUCT  NAME 


• GENERAL  TOOLS 

- SPSS  - SAS 

-SIR  -SAS  GRAPHICS 

- SAPIV  - XICS  (XEROX 

-INFO  INTEGRATED  COMPOSI- 

TION SYSTEM) 

• REPORT  WRITERS 

- EASYTRIEVE 

- DYL-250 

• FILE  MANAGEMENT 

- PANVALET 

- UCC-ONE 

- UCC-THREE 

• DATA  ENTRY  SERVICES 

- KEY-TO-DISK 

- OPTICAL  SCANNING 

- KEYPUNCH 

• LASER  BEAM  PRINTING  SERVICE 

- DIRECT  MAIL  LETTERS 

- COMPUTER-GENERATED  REPORTS 

- COMPUTER-GENERATED  SCATTERGRAPHS 

- CUSTOM  FORMS 

- CONVENTION  BADGES 

- BOOKS  AND  PUBLICATIONS 

- INTERACTIVE  COMPOSITION  (XICS) 

- GRAPHICS 

• OTHER 

- CRITICAL  APPLICATION  PROGRAM 
(DISASTER  RECOVERY) 

- DATAMAT 
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The  Critical  Application  Program  is  a disaster  recovery  backup  service 
that  identifies  critical  applications,  secures  the  required  computer 
resources  at  STAT:TAB,  and  periodically  tests  applications  and  up- 
dates. Fees  depend  on  the  resources  and  length  of  notification  time 
required. 

DATAMAT  is  a service  offering  open  computer  time  on  IBM  360 
equipment  on  an  around-the-clock  basis.  DATAMAT  serves  as  a source 
for  overflow  or  backup  processing  needs,  and  can  be  scheduled  for 
regular  or  periodic  use. 

• Recent  network  service  and  product  introductions  include: 

XICS  (Xerox  Integrated  Composition  System),  introduced  at  the  end  of 
1982,  an  electronic  printing  service  provided  on  a NAS  9060  in  conjunc- 
tion with  Xerox  equipment.  This  service  contributed  3%  to  1983 
revenue. 

The  introduction  of  CMS-Fullscreen,  ACF2,  WYLBUR,  SAS  products, 
IMS,  DB/DC,  DATA  DICTIONARY,  ADF,  BTS  II,  and  DBPrototype  I I 
as  network  applications. 

On-line  interactive  financial  applications  are  in  the  process  of  being 
introduced. 

• STAT:TAB  customizes  many  of  its  products  to  meet  client  processing  re- 
quirements. Areas  of  specialization  include  manufacturing,  distribution, 
accounting  functions,  statistical  analysis,  marketing  and  sales  reporting, 
insurance,  and  electronic  printing. 

Short-term,  one-time  projects  include  tabulation  of  election  returns, 
conversions  of  client  data  from  one  system  to  another,  and  preparation 
of  high  school  class  schedules  and  college  enrollment  data. 

Longer-term  or  continuous  projects  include  maintenance  of  an  em- 
ployee "skills"  bank,  job  cost  data,  charity  funding,  insurance  rate 
computations,  pension  programs,  and  daily  delivery  route  scheduling. 

INDUSTRY  MARKETS 

• STATrTAB  markets  its  services  across  industry  sectors. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  STATrTAB's  1983  revenue  was  derived  from  the  U.S. 

• Branch  offices  are  located  in  Las  Vegas,  Reno,  Phoenix,  Tucson,  Philadelphia, 
and  St.  Louis. 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• STAT:TAB  maintains  the  following  equipment: 

At  its  Chicago  headquarters: 

I NAS  9060,  MVS/SP-JES2. 

1 NAS  6650,  VM/SP/VSE. 

2 IBM  370/1 58s,  VM/SP-MVS  and  MVT. 

2 IBM  360/50s,  EDOS. 

. 3 Xerox  9700  electronic  printing  systems. 

. I Xerox  8700  electronic  printing  system. 

At  its  St.  Louis  data  center: 

I IBM  370/158,  VM/SP-MVS  and  MVT. 

. I Xerox  9700  electronic  printing  system. 

Four-Phase  equipment,  running  MFE  under  IDOS,  is  used  in  Phoenix, 
Reno,  and  Las  Vegas  for  local  processing. 

One  Xerox  9700  is  used  in  Philadelphia. 

• The  mainframes  are  accessed  via  dial-up  or  leased  telephone  lines  through 
COMTEN  communications  controllers. 
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STATISTICAL  TABULATING 
CORPORATION 

2 North  Riverside  Plaza 
Chicago,  IL  60606 
(312)  454-8000 


Michael  R.  Notaro,  Chairman  and 
President 

Private  Corporation 
Total  Employees:  500* 

Total  Revenues,  Fiscal  Year  End 
12/31/80:  $25-30  million* 


PRINCIPAL  BUSINESS  Statistical  Tabulating  Corporation,  formed  in  1936,  provides 
remote  computing  and  batch  processing  services  through  its  operating  division, 
STAT:TAB. 

DIVESTITURES 

In  March  1980,  Automatic  Data  Processing,  Inc.  acquired  Statistical 
Tabulating's  payroll  and  accounting  batch  services  operations  for  $1.5  million 
in  cash  and  $2  million  in  notes.  The  acquisition  involved  eight  STAT:TAB  data 
centers  in  the  U.S.  which  generated  annual  revenues  of  approximately  $7.2 
million.  Sale  of  the  centers  ended  a four-year  legal  dispute  between  the  two 
firms. 

SOURCE  OF  REVENUE 

100%  Processing  services. 

. 75%  Remote  computing. 

. 25%  Batch  services. 

KEY  PRODUCTS  AND  SERVICES 

STAT:TAB  customizes  many  of  its  products  to  meet  the  processing  require- 
ments of  its  clients.  Areas  of  specialization  include: 

. Manufacturing. 

. Distribution. 

. Accounting  functions. 

. Statistical  analysis. 

. Marketing  and  sales  reporting. 

. Insurance. 

Key  products  and  services  are  indicated  in  the  exhibit. 

STAT:TAB  offers  the  Critical  Application  Program,  a disaster  recovery  backup 
service  which  identifies  critical  applications,  secures  the  required  computer 
resources  at  STAT:TAB,  and  periodically  tests  applications  and  updates.  Fees 
are  dependent  upon  the  resources  and  length  of  notification  time  required. 
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EXHIBIT 

STAT:  TAB  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  SYSTEMS 

- MVS 

- VM/370 

- VS1 

- OS/MVT 

- DOS 

- DOS/VS(E) 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- COBOL 

- FORTRAN 

- PL1 

- ADPAC 

• EDITORS 

- TSO 

- CMS 

- SCRIPT 

• UTILITIES 

- CA-SORT 

- STCGENR 

• GENERAL  TOOLS 

- SPSS 

- SIR 

- SAPIV 

- INFO 

• REPORT  WRITERS 

- EASYTRIEVE 

- DYL250 

• FILE  MANAGEMENT 

- PNAVALET 

- UCC-ONE 

- UCC-THREE 

• COMMUNICATIONS 

- CICS 

- JES  2 

- HASP 

• DATA  ENTRY  SERVICES 
— Key-to-disk 

— Optical  scanning 

• LASER  BEAM  PRINTING  SERVICE 
— Direct  mail  letters 

— Computer  generated  reports 
— Computer  generated  scattergraphs 
— Custom  forms 
— Convention  badges 
— Books  and  publications 
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DATAMAT  is  a service  offering  open  computer  time  on  IBM  360  equipment  on 
an  around-the-clock  basis.  DATAMAT  serves  as  a source  for  overflow  or 
backup  processing  needs,  and  can  be  scheduled  for  regular  or  periodic  use. 

INDUSTRY  MARKETS  Services  are  marketed  across  industry  sectors,  with  some 
concentration  in  the  insurance  industry. 

GEOGRAPHIC  MARKETS 

100%  United  States. 

Branch  offices  are  located  in  Springfield,  IL;  Las  Vegas  and  Reno,  NV;  Phoenix 
and  Tuscon,  AZ;  Philadelphia,  PA;  and  St.  Louis,  MO. 

COMPUTER  HARDWARE  AND  SOFTWARE 

STATrTAB  maintains  the  following  equipment  at  its  Chicago  headquarters: 

2 IBM  370/ 1 58s. 

2 IBM  360/50s. 

I IBM  360/30. 

STAT:TAB  maintains  2 IBM  360/50s  in  its  St.  Louis  data  center  for  local 
processing. 

The  mainframes  are  accessed  via  dial-up  or  leased  telephone  lines  through 
COMTEN  communications  controllers. 
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STATISTICAL  TABULATING 
CORPORATION 

2 North  Riverside  Plaza 
Chicago,  IL  60606 
(312)  454-8000 


President:  Michael  R.  Notaro,  Sr. 
Ownership:  Private 
Revenues  Fiscal  Year  End  12/78: 
$40  million  (Company  estimate) 
Employees:  1,000 


PROFILE 

• Discrete  Manufacturing  Industry  Revenues 

$16.0  million  (40%  of  total  revenues)  (INPUT  estimate). 

• Type  Of  Discrete  Manufacturing  Services 

Processing  services  100% 

Remote  computing  20% 

Batch  services  80% 

100% 

• Discrete  Manufacturing  Specialization 

Most  sectors  within  this  industry. 

® Major  Clients 

Company  did  not  provide. 

« Major  Competitors 

Automatic  Data  Processing,  Inc. 

Itel  Data  Services  Group. 

McDonnell  Douglas  Automation  Company  (MCAUTO). 
Service  Bureau  Company. 

© Sales  Offices 


Chicago,  IL. 
Cleveland,  OH. 
Dallas,  TX. 

Kansas  City,  KS. 
New  York,  NY. 
Milwaukee,  Wl. 
Minneapolis,  MN. 
San  Francisco,  CA. 
Springfield,  IL. 
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9 Employees 

1,000.  Breakdown  was  not  provided. 
® Geographic  Concentration 

Midwestern  states. 

® Data  Center  Locations 


Chicago,  IL. 

Los  Angeles,  CA. 

St.  Louis,  MO. 

• Computer  Hardware 

Two  IBM  158s. 

Three  IBM  50s. 

Eight  IBM  30s. 

OS,  VS,  VM  and  DOS  operating  system. 


DISCRETE  MANUFACTURING  PRODUCTS  AND  SERVICES 

• Until  1974,  Statistical  Tabulating  Corporation  offered  a full  range  of  standard 
manufacturing  control  applications.  Since  then,  these  have  been  phased  out 
and  the  company  currently  provides  only  customized  manufacturing 
applications. 

o Stat-Tab  supports  these  custom-designed  systems  with  a staff  of  system 
designers,  systems  analysts  and  programmers. 

• Revenues  derived  from  this  activity  accounts  for  only  a small  percentage  of 
the  total  revenues. 

e The  company  is  not  looking  for  growth  in  this  area. 

© The  company  derives  60%  of  its  revenues  from  providing  financial  packages  to 
manufacturers.  It  has  been  involved  in  this  activity  since  the  early  60s. 
Applications  include: 

Payroll. 

Accounts  receivable. 

Sales  analysis. 

Financial  reporting/general  ledger. 

Account  payable. 

Account  billing. 

Inventory  control. 
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• Clients  are  charged  a minimum  amount,  which  varies  according  to  specific 
applications.  The  company's  network  is  accessed  by  4,000  clients  via  satellite 
or  land  lines.  The  network  presently  serves  eight  cities  and  will  be  expanded. 


COMPANY  BACKGROUND 

• Statistical  Tabulating  was  formed  in  1936. 

• It  provides  specialized  packages  for  the  distribution  industry,  insurance 
agencies,  and  a private  club  system,  which  covers  all  aspects  of  club 
accounting  and  record  keeping. 

• The  company  is  planning  to  expand  its  interactive,  on-line  applications  and  to 
enhance  existing  services. 
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STERLING  SOFTWARE,  INC. 

8080  North  Central  Expressway 
Suite  1100 


Chairman: 
President  & CEO: 
Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Sterling  L.  Williams 
Public  Corporation 


Sam  Wyly 


Dallas,  TX  75206-1895 
Phone:  (214)891-8600 
Fax:  (214)739-0535 


2,800  (9/93) 
$411,795,000 
9/30/93 


Key  Points 


Sterling  Software  is  a worldwide  leader  in  electronic  commerce, 
systems  software  and  government-related  professional  services. 

In  July  1993,  Sterling  completed  the  acquisition  of  Systems  Center, 
enhancing  Sterling’s  systems  software  offerings  in  data 
communications  and  enterprise-wide  systems  management,  including 
storage  management. 

As  a result  of  the  merger  with  Systems  Center,  Sterling  reorganized 
two  of  its  former  business  groups--Systems  Software  and  EDI-to 
combine  the  complementary  product  lines  and  business  services  of 
Sterling  and  Systems  Center  and  to  assemble  related  products  under 
new  product  family  names.  Additionally,  an  International  Group 
was  formed  to  consolidate  Sterling’s  multiple  operations  outside  the 
U.S, 

Sterling  continues  to  experience  revenue  and  profit  growth  in  each 
of  the  company’s  target  markets. 
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Company 

Description 


Strategy 


Sterling  Software,  Inc.  is  a worldwide  supplier  of  software  products  and 
services  within  the  electronic  commerce  and  enterprise  systems 
software  markets,  and  also  provides  technical  professional  services  to 
certain  sectors  of  the  federal  government. 

Sterling  is  focused  on  three  target  markets-Electronic  Commerce 
Enterprise  Software  and  Federal  Systems.  Products  and  services  ’ 
offered  include: 

Electronic  Commerce:  EDI  translation  software,  electronic 
commerce  network  services,  data  communications  software  and 
financial  EDI  software. 

Enterprise  Software:  Applications  management  software,  storage 
management  software,  systems  management  software  and  VM 
systems  software. 

Federal  Systems;  High-technology  professional  services  in  the  areas 
o intelligence  and  the  military,  scientific  systems  and  transferable 
federal  technolog}'. 

Founded  in  1981,  Sterling  has  grown  rapidly  through  a combination  of 
internal  development  and  22  strategic  business  acquisitions. 

The  company  employs  more  than  2,800  people  in  50  offices  worldwide 
and  has  approximately  30,000  customers  in  more  than  60  countries. 


Sterling’s  strategy  since  its  inception  has  been  to  choose  target  markets 
with  growth  and  profit  potential  and  to  focus  on  acquiring  and 
developing  products  and  services  for  those  specific  markets.  Sterling 
has  identified  Electronic  Commerce,  Enterprise  Software  and  Federal 
Systems  as  its  target  markets. 


To  serve  each  market  effectively,  Sterling  uses  a decentralized 
management  style  designed  to  place  responsibility  for  service  and 
decision-making  as  close  to  the  customer  as  possible.  Additionally 
these  separate  business  units  can  adapt  quickly  to  changing  customer 
requirements  and  to  competitive  or  technological  changes  in  their 
respective  markets. 

Each  major  market  is  represented  through  independently  operated 
business  groups  consisting  of  divisions  focused  on  selected  market 
niches. 


The  divisions,  organized  as  freestanding  businesses,  are  based  on  a 
worldwide  model  designed  by  Sterling.  Each  division  has  its  own 
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president,  management  team,  sales,  marketing  and  development 
functions. 


Financials  Sterling’s  financials  have  been  restated  to  reflect  the  pooling-of- 

interests  acquisition  of  Systems  Center,  Inc.  in  July  1993. 

• Fiscal  1993  revenue  reached  $411.8  million,  a 9%  increase  over 
fiscal  1992  revenue  of  $378.1  million.  Net  losses  were  $37.6  million 
in  fiscal  1993  compared  to  $5.2  million  in  fiscal  1992. 

• Results  for  fiscal  1993,  1992,  and  1991  include  restructuring  charges 
of  $91.3  million,  $11.5  million  and  $23.1  million,  respectively  related 
to  the  acquisition  of  Systems  Center. 

• A three-year  financial  summary  follows: 


STERLING  SOFTWARE,  INC. 
THREE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/93 

9/92 

9/91 

Revenue 

$411.8 

$378.1 

$333.4 

• Percent  change 
from  previous  year 

9% 

13% 

20% 

Income  (loss)  before 
taxes,  extraordinary 
items  and  change  in 
accounting  principal  (a) 

$(48.4) 

‘ $5.4 

$(12.3) 

• Percent  change 
from  previous  year 

(996%) 

144% 

N/A 

Net  income  (loss) 

$(37.6) 

$(5.2) 

$(2.0) 

• Percent  change 
from  previous  year 

(b) 

(623%) 

(60%) 

N/A 

Earnings  (loss)  per  share 

$(2.24) 

$(0.43) 

$(0.48) 

• Percent  change 
from  previous  year 

(421%) 

10% 

N/A 

(a)  Includes  restructuring  charges  of  $91.3  million,  $1 1.5  million  and  $23. 1 million  for  fiscal  1993,  1992 
and  1991,  respectively. 

(b)  Includes  a $2.8  million  charge  from  the  cumulative  effect  of  a change  in  accounting  for 
postretirement  benefits. 
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A three-year  financial  summary  by  business  group  follows: 


STERLING  SOFTWARE,  INC. 

THREE-YEAR  FINANCIAL  SUMMARY  BY  BUSINESS  GROUP 

($  millions) 


FISCAL  YEAR 

9/93 

9/92 

9/91 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Revenue 

Enterprise  Software  (a) 

$185.8 

45% 

$180.1 

48% 

$164.0 

49% 

Electronic  Commerce  (b) 

116.5 

28% 

92.8 

24% 

72.0 

22% 

Federal  Systems 

100.8 

25% 

95.1 

25% 

84.6 

25% 

Corporate  and  other 

8.7 

2% 

10.0 

3% 

12.8 

4% 

Total 

$411.8 

100% 

$378.0 

100% 

$333.4 

100% 

Operating  profit  (loss) 

Enterprise  Software 

$38.3 

— 

$31. 5 

-- 

$27.2 



Electronic  Commerce 

23.9 

— 

10.7 

— 

9.0 

— 

Federal  Systems 

6.3 

- 

5.9 

- 

6.4 

- 

Restructuring  charges 

(91.3) 

- 

(11.5) 

- 

(23.0) 

— 

Corporate  and  other 

1227] 

- 

I25J) 

- 

125.0) 

- 

Total 

$(45.4) 

" 

$11.6) 

$(5.4) 

— 

(a)  Includes  Systems  Center’s  NETMASTER  and  VM  product  lines. 

(b)  Includes  Systems  Center’s  NDM  product  line. 


Sterling’s  recurring  revenue  is  defined  as  revenue  from  product  support 
agreements,  product  lease  and  rental  agreements,  electronic  commerce 
service  agreements  and  multiyear  federal  contracts.  Recurring  revenue 
increased  $24.0  million,  or  10%,  in  fiscal  1993  over  1992,  and 
represented  63%  of  total  fiscal  1993  revenue. 

Enterprise  Software  Group  revenue  increased  $5.7  million  or  3%  due 
to  a $2.8  million,  or  3%,  increase  in  product  revenue  and  a $2.3  million, 
or  3%,  increase  in  product  support  revenue. 

• All  four  product  lines-storage  management,  applications 
management,  systems  management  and  VM  software-increased 
revenue  in  fiscal  1993  over  1992. 

• Increases  in  new  customers,  some  product  price  increases  and  an 
increase  in  the  installed  customer  based  were  the  primary  reasons 
for  revenue  growth,  offset  by  the  impact  of  generally  weaker  foreign 
currency  versus  the  U.S.  dollar. 
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Market 

Financials 


Electronic  Commerce  Group  revenue  increased  $23.7  million,  or  26%, 
on  the  strength  of  a 41%  increase  in  network  services  revenue,  a 16% 
increase  in  product  revenue  and  a 24%  increase  in  product  support 
revenue. 

• All  four  divisions-network  services,  interchange  software, 
communications  software  and  banking  systems-increased  total 
revenue  in  fiscal  1993  over  1992.  The  increases  were  primarily  due 
to  new  customers,  some  product  price  increases  and  a continuing 
expansion  of  the  installed  customer  base  for  product  support 
revenue. 

• The  increase  in  network  services  revenue  was  due  to  increases  in 
certain  targeted  industries,  including  health  care,  grocery,  hardlines, 
retail,  transportation  and  manufacturing.  The  number  of  network 
customers  grew  by  approximately  1,900,  placing  the  total  network 
customers  at  approximately  7,400. 

Federal  Systems  Group  revenue  increased  more  than  $5.6  million  or 
6%  in  fiscal  1993  over  1992.  This  growth  was  primarily  due  to  higher 
contract  billings  in  the  Information  Technology  Division,  offset  by 
lower  contract  revenue  from  the  Scientific  Systems  Division. 

Product  development  costs  were  $50.4  million,  $49.7  million  and  $45.2 
million  for  fiscal  1993,  1992  and  1991,  respectively,  of  which  Sterling 
capitalized  $23.7  million,  $24.6  million  and  $20.6  million,  respectively. 

Revenue  for  the  three  months  ending  December  31,  1993  reached 
$108.9  million,  a 10%  increase  over  $98.8  million  for  the  same  period 
in  1992.  Net  income  rose  to  $11  million,  compared  to  $2.3  million  for 
the  same  period  a year  ago  (after  a $2.8  million  charge  for  the 
cumulative  effective  of  a change  in  accounting). 


Approximately  45%  of  Sterling’s  total  fiscal  1993  revenue  was  derived 
from  cross-industry  sales  and  support  of  its  systems  software  products 
and  24%  was  derived  from  the  federal  government.  The  remaining 
31%  was  derived  from  the  wholesale  and  retail  distribution, 
manufacturing,  transportation,  health  care  and  banking  and  finance 
industries. 

Sterling  has  approximately  30,000  customers,  including  94  of  the 
Fortune  100  U.S.  industrial  corporations  and  98  of  the  top  100  U.S. 
commercial  banks. 

As  of  September  30,  1993,  Sterling  had  approximately  102  separate 
product  license  and  services  contracts  with  the  federal  government. 
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Geographic 

Markets 


Approximately  71%  of  Sterling’s  fiscal  1993  revenue  was  derived  from 
the  U.S.  and  29%  from  international  sources  and  other. 


A three-year  summary'  of  geographic  source  of  revenue  follows: 


STERLING  SOFTWARE,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

9/93 

9/92 

9/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$292.0 

71% 

$257.2 

68% 

$225.6 

68% 

Europe 

76.9 

19% 

76.6 

20% 

63.3 

19% 

Canada  and 

Latin  America 

15.6 

4% 

15.6 

4% 

14.6 

4% 

Pacific 

18.7 

4% 

18.6 

5% 

17.2 

5% 

Corporate  and  other 

8.6 

2% 

10.0 

3% 

12.7 

4% 

TOTAL 

$411.8 

100% 

$378.0 

100% 

$333.4 

100% 

Major  U.S.  facilities  are  in  Chatsworth,  Foster  City,  Palo  Alto,  Rancho 
Cordova,  San  Bernardino  and  Woodland  Hills  (CA);  Beechwood  and 
Dublin  (OH);  Bellevue  (NE);  New  York  City  and  Rome  (NY);  Reston 
(VA);  and  Dallas  and  Irving  (TX). 

Major  international  facilities  are  in  the  U.K.  (2),  France,  Canada  (3), 
Germany  (2),  Italy,  Belgium,  Norway  (2),  Sweden,  the  Netherlands, 
Israel,  Japan  and  Australia  (2). 


Organization 

Structure 


Sterling’s  current  organization  structure  is  shown  in  the  exhibit. 

The  Enterprise  Software  Group,  headquartered  in  Woodland  Hills 
(CA)  with  approximately  640  employees,  provides  various  systems 
software  products  through  four  divisions. 

• The  Applications  Management  Division,  headquartered  in 
Chatsworth  (CA)  with  approximately  220  employees,  markets 
products  under  the  ANSWER  family  name  that  address  a range  of 
information  management  and  applications  development  needs. 
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Exhibit 

Sterling  Software,  Inc.  Organization  Chart 
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The  division  has  about  4,300  customers  and  a remote  software 
development  lab  in  Ottawa  (Canada). 

• The  Storage  Management  Division,  headquartered  in  Sacramento 
(CA)  with  about  130  employees,  markets  products  to  manage  and 
control  enterprise-wide  data  under  the  SAMS  family  name.  The 
division  has  approximately  1,900  customers.  Software  labs  are  in 
California,  Norway  and  Israel. 

• The  Systems  Management  Division,  headquartered  in  Reston  (VA) 
with  approximately  170  employees,  provides  network  management 
and  systems  management  products  to  large  corporate  data  centers 
under  the  SOLVE  family  name.  The  division  has  about  370 
customers  and  a remote  software  development  lab  in  Sydney 
(Australia). 

• The  VM  Software  Division,  headquartered  in  Reston  (VA)  with  120 
employees,  provides  VM  systems  management  for  IBM’s  VM 
operating  system  under  the  VM  family  name.  The  division  has 
approximately  1,200  customers. 

The  Federal  Systems  Group,  headquartered  in  Palo  Alto  (CA)  with 
about  1,100  employees,  provides  professional  and  systems  integration 
services  and  systems  operations  that  support  both  military'  and  non- 
military projects  for  the  federal  government  through  the  following 
units: 

• The  NASA/Ames  Division,  headquartered  in  Palo  Alto  (CA)  with 
about  550  employees,  provides  scientific  software  support 
professional  services  and  supercomputer  facilities 
management/systems  operations  to  the  NASA/Ames  Research 
Center  in  Mountain  View  (CA). 

• The  Information  Technology  Division,  headquartered  in  Omaha 
(NE)  with  approximately  420  employees  working  under  45  contracts, 
specializes  in  ongoing  project  support,  mainly  in  the  intelligence  and 
military  community,  specializing  in  secure  data  communications, 
network  systems  and  automated  message  handling. 

• The  Scientific  Systems  Division,  headquartered  in  Palo  Alto  (CA) 
with  about  90  employees  working  under  six  contracts,  provides 
professional  services  to  civil  sectors  of  the  federal  government, 
particularly  in  the  areas  of  scientific  and  engineering  applications 
and  specialty  products  in  advanced  graphics,  visualization  and  virtual 
reality. 

• The  Federal  Labs  Division,  headquartered  in  Palo  Alto  (CA),  was 
formed  in  1993  to  function  as  a development  lab  for  other  Sterling 
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divisions.  This  unit  determines  what  scientific  software  programs 
can  be  developed  into  practical  commercial  applications  and  sold  as 
products  by  other  Sterling  business  groups. 

The  Electronic  Commerce  Group,  headquartered  in  Dublin  (OH)  with 
about  640  employees,  provides  EDI  network  service,  translation 
software,  communications  software  and  banking  software  products 
through  the  following  divisions: 

• The  Network  Services  Division,  headquartered  in  Columbus  (OH) 
with  250  employees,  provides  EDI  network  services  under  the 
COMMERCE  family  name.  The  division  has  approximately  6,900 
network  customers. 

■ The  Interchange  Software  Division,  based  in  Columbus  (OH)  with 
about  150  employees,  supplies  translation  products  and  other 
enabling  software  for  EDI  under  the  product  family  name 
GENTRAN.  The  division  has  more  than  3,900  customers  and  a 
software  lab  in  Toronto. 

• The  Communications  Software  Division,  headquartered  in  Dallas 
(TX)  with  about  160  employees,  provides  file  transfer  data 
communications  software  products  marketed  under  the  family  name 
CONNECT.  The  division  has  about  2,300  customers. 

• The  Banking  Systems  Division,  headquartered  in  Dallas  (TX)  with 
more  than  70  employees,  specializes  in  software  for  the  item 
processing  and  financial  EDI  operations  of  major  banks.  The 
division  markets  22  products  under  the  family  name  VECTOR  and 
has  more  than  500  customers  worldwide.  A software  lab  is  located 
in  Toronto. 

The  International  Group,  headquartered  in  London  with  about  400 
employees,  is  responsible  for  the  worldwide  marketing,  distribution  and 
front-line  support  of  all  Sterling’s  products  outside  the  U.S.  and  North 
America.  There  are  four  divisions  with  25  offices  in  14  countries  and  a 
total  of  about  7,800  customers  in  more  than  60  countries. 

• The  Europe  Division,  headquartered  in  London  with  about  230 
employees,  is  responsible  for  direct  sales  and  support  of  Sterling 
products  in  the  U.K.,  France,  Belgium,  the  Netherlands,  Italy, 
Norway,  Sweden,  Germany,  Switzerland  and  Austria  and  has  offices 
in  16  European  cities.  The  division  has  approximately  3,400 
customers. 

• The  Pacific  Division,  headquartered  in  Tokyo  with  about  70 
employees,  manages  Sterling’s  sales  and  support  operations  in  the 
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Asia/Pacific,  including  Japan  and  Australia.  The  division  has  about 
800  customers. 

The  Americas  Division,  headquartered  in  Toronto  with  about  50 
employees,  is  responsible  for  the  direct  sales  and  support  of  Sterling 
products  in  Canada  and  Latin  America.  The  division  has  about 
1,600  customers. 

The  Distributor  Division,  headquartered  in  London  with  more  than 
20  employees,  manages  the  distribution  of  Sterling  products  through 
approximately  50  third-party  agents  and  distributors  around  the 
world.  Major  distributors  are  located  in  Brazil,  Italy,  Japan,  Korea, 
Mexico,  Spain,  Taiwan  and  Venezuela. 


In  July  1993,  Sterling  acquired  Systems  Center,  Inc.  of  Reston  (VA)  for 
approximately  $156  million  in  a pooling-of-interests  transaction. 

• Systems  Center  provides  a range  of  systems  management  systems 
software  products,  including  the  NET/MASTER  family  of  network 
and  systems  management  products  and  the  VM  product  line. 

• Systems  Center  had  approximately  1,100  employees  at  the  time  of 
the  acquisition  and  revenue  of  about  $122  million  and  net  losses  of 
$14  million  for  the  fiscal  year  ending  September  30,  1992. 

In  December  1992,  Sterling  acquired  the  EDI  software  business  of 
Entity  Software  Limited,  located  in  Surrey  (England).  Entity  Software 
is  a supplier  of  PC-based  EDI  translation  software  products  with  more 
than  170  installations  in  the  U.K.  The  acquired  products  are  now  part 
of  Sterling’s  Electronic  Commerce  Group  operating  out  of  London. 

In  January  1992,  Sterling  acquired  Prosmake,  a software  development 
group  based  in  Japan.  Prosmake  now  operates  as  Tokyo  Lab  within 
Sterling’s  Enterprise  Software  Group. 

In  early  1992,  Sterling’s  Systems  Software  Group  acquired  Dynatest  for 
Windows,  a programming  aid,  from  Innovative  Business  Systems. 

In  December  1991,  Sterling  acquired  National  Systems  Corporation 
(NSC)  of  New  York  (NY).  NSC  is  a software  and  services  firm  that 
specializes  in  systems  for  money  transfer,  cash  management  and 
banking  EDI.  The  acquisition  of  NSC  provided  Sterling  with  an  entry 
into  the  electronic  payments  market,  which  is  complementary  to 
Sterling’s  existing  EDI  markets. 
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In  October  1991,  Sterling  acquired  Knowledge  Systems  Concepts,  Inc. 
of  Rome  (NY)  for  $1.8  million  plus  contingent  payments  based  on 
future  performance.  Knowledge  Systems  is  a high-technology  research 
and  development  company  that  provides  professional  services  primarily 
to  the  Department  of  Defense.  The  acquisition  added  expertise  in 
requirements  analysis,  research  and  development  to  Sterling’s 
Intelligence  and  Military'  Division  within  its  Federal  Systems  Group. 

In  June  1991,  Sterling  acquired  Control  Data’s  Redinet  Services 
Division  for  $6.1  million.  Redinet,  with  1990  revenue  of  about  $2 
million,  provides  EDI  network  services  and  software. 

During  1991,  Sterling’s  Systems  Software  Group  acquired  Tefen  Lab,  a 
software  development  facility  located  in  Tefen  (Israel),  from  Policy 
Management  Systems  Corporation. 


Key  Products  INPUT  estimates  that  approximately  45%  of  Sterling’s  fiscal  1993 

and  Services  revenue  was  derived  from  systems  software  products  and  associated 

support  services,  18%  from  professional  and  systems  integration 
services,  7%  from  systems  operations  services,  17%  from  EDI  software 
products,  11%  from  EDI  network  services,  and  2%  from  products  and 
corporate  items. 

A three-year  summary  of  source  of  revenue,  as  provided  by  Sterling, 
follows: 


STERLING  SOFTWARE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/93 

9/92 

9/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Products  (a) 

$150.5 

37% 

$142.0 

38% 

$131.3 

40% 

Product  support 

121.3 

29% 

113.0 

30% 

97.7 

29% 

Services  (b) 

140.0 

34% 

123.1 

32% 

104.3 

31% 

TOTAL 

$411.8 

100% 

$378.1 

100% 

$333.4 

100% 

(a)  Includes  applications  and  systems  software  products. 

(b)  Includes  professional  services,  systems  operations,  systems  integration,  and  EDI  network  services. 
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Marketing 
and  Sales 


Competitors 


Assessment 


Sterling’s  products  and  services  are  summarized  in  separate  INPUT 
profiles  on  each  of  the  company’s  operating  groups. 


Sterling  sells  its  products  and  services  through  a combination  of  direct 
sales  and  telesales,  and  with  certain  countries,  independent  agents  and 
distributors. 

• Each  division  within  the  Electronic  Commerce  Group  and 
Enterprise  Software  Group  has  its  own  U.S.  sales  and  marketing 
organizations. 

• In  addition,  Sterling’s  International  Group  has  its  own  sales  and 
marketing  functions  to  focus  specifically  on  the  international 
marketplace  for  each  of  the  company’s  product  lines. 

• As  of  September  30,  1993,  Sterling  employed  approximately  240 
sales  representatives. 

• Sterling  has  about  20  third-party  agents  and  distributors  outside  the 
U.S.  Major  distributors  are  located  in  Brazil,  Italy,  Japan,  Korea, 
Mexico,  Spain,  Taiwan  and  Venezuela. 


Major  competitors,  by  operating  group,  include  the  following: 

• Enterprise  Software  Group:  Computer  Associates 

• Electronic  Commerce  Group:  GE  Information  Services,  Advantis, 
Kleinschmidt,  and  EDI  Solutions 

• Federal  Systems  Group:  Computer  Sciences  Corporation  and 
Boeing  Information  Services 


Sterling’s  strengths  include: 

• A decentralized  organization  structure  that  allows  each  business  unit 
to  focus  on  its  targeted  market  segment  and  adjust  quickly  to 
customer  requirements  and  technological  changes 

• A leadership  position  in  providing  electronic  commerce  software 
(under  the  GENTRAN,  CONNECT  and  VECTOR  family  names) 
and  network  services  (COMMERCE  family).  Sterling  generally 
retains  99%  of  its  network  services  customers  and  generates 
increased  revenue  per  customer  as  customer  document-transmission 
volume  grows.  Sterling’s  EDI  marketing  strategy  is  to  join 
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additional  suppliers  to  hub  customers  and  connect  hub-to-hub 
through  the  network. 

• A strong  base  of  recurring  revenues  (63%  of  total  revenue  during 
fiscal  1993)  from  product  support  agreements,  product  lease  and 
rental  agreements,  EDI  network  services  agreements  and  multiyear 
federal  contracts. 

Sterling’s  challenges  include: 

• Accelerating  Enterprise  Software’s  move  into  client/server 

• Broadening  Electronic  Commerce  Group  offerings 

• Expanding  Federal  Systems  into  higher  margin  business 

• Completing  strategic  acquisitions 
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STERLING  SOFTWARE,  INC. 

8080  North  Central  Expressway 
Suite  1100 
Dallas,  TX  75206 
(214)  891-8600 


Sam  Wyly,  Chairman 

Sterling  L.  Williams,  President  and  CEO 

Public  Corporation,  NYSE 

Total  Employees:  1,900(9/90) 

Total  Revenue,  Fiscal  Year  End 
9/30/90:  $200,195,000 


The  Company  Sterling  Software,  Inc.,  founded  in  1981,  provides  a range  of 

professional  services,  systems  and  application  software  products, 
systems  operations,  systems  integration,  and  processing/network 
services  to  commercial  and  government  clients. 

The  company's  strategy  since  its  inception  has  been  to  choose 
target  markets  with  growth  and  profit  potential  and  to  focus  on 
acquiring  and  developing  products  and  services  for  those  specific 
markets.  Acquisitions  made  by  Sterling  during  fiscal  1990  and 
1989  include  the  following: 

• In  July  1990,  Sterling  purchased  ASYST  CASE  Technologies 
Inc.  of  Montreal  (Canada)  and  certain  related  assets  of  an 
affiliate  of  ASYST  for  approximately  $3.7  million. 

- ASYST  develops  and  markets  front-end  CASE  tools  and 
companion  application  development  repository  products. 

- The  operations  of  ASYST  have  been  merged  into  Sterling's 
Systems  Software  Group. 

• In  March  1990,  Sterling  acquired  Metro-Mark  Integrated 
Systems,  Inc.  of  Rosyln  Heights  (NY)  and  the  common  stock  of 
its  affiliate,  Lakestone  Systems,  Inc.  of  Ontario  (Canada)  for 
approximately  $6.2  million. 

- Metro-Mark  is  one  of  the  original  suppliers  of 
TRANSLATOR  EDI  translation  software  for  micro, 
midrange,  and  mainframe  platforms.  Its  affiliate,  Lakestone 
Systems,  supplies  TRANSLATOR  software,  consulting,  and 
education  services  to  Canadian  clients. 

- The  operations  of  Metro-Mark  have  been  merged  into  the 
EDI  Group's  ORDERNET  Services  Division. 
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• In  March  1990,  Sterling  acquired  certain  products  and  business 
operations  of  Rogalandsdata  a/s,  headquartered  in  Stavanger 
(Norway)  for  approximately  $1.8  million. 

- Rogalandsdata  a/s  develops  automated  operations  systems 
software  products  for  IBM  mainframes  and  is  the  developer 
of  the  Monitor  product  line  which  is  marketed  by  Sterling's 
Systems  Software  Marketing  Division  domestically  and  by 
Sterling  Software  International  overseas. 

- The  operations  of  Rogalandsdata  a/s  have  been  merged  into 
Sterling's  Systems  Software  Group.  The  Stavanger  office 
now  operates  as  a Sterling  Norwegian  subsidiary 
headquarters. 

• In  August  1989,  Sterling  acquired  Zanthe  Information,  Inc.  of 
Ottawa  (Canada)  for  approximately  $3.0  million  plus  the 
assumption  of  certain  liabilities. 

- Zanthe's  principal  product  is  ZIM,  an  application 
development  tool  for  users  of  relational  data  base 
management  systems  in  various  environments,  including 
PC/PS2,  DEC/VAX,  IBM  mainframe,  and  multiple  UNIX- 
based  platforms. 

- The  operations  of  Zanthe  have  been  merged  into  Sterling's 
Systems  Software  Group. 

Fiscal  1990  revenue  reached  $200.2  million,  an  11%  increase  over 
fiscal  1989  revenue  of  $180.2  million.  Net  income  rose  6%,  from 
$11.4  million  in  fiscal  1989  to  $12.0  million  in  fiscal  1990.  In  the 
five-year  summary  that  follows,  certain  financials  for  prior  years 
have  been  restated  to  reflect  operating  results  of  businesses  sold  in 
1988  and  1986  as  discontinued  operations: 
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STERLING  SOFTWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/90 

9/89 

9/88 

9/87 

9/86 

Revenue 

• Percent  increase 

$200.2 

$180.2 

$165.3 

$130.6 

$117.4 

from  previous  year 

11% 

9% 

27% 

11% 

N/A 

Income  (loss)  from 
continuing  operations 
before  income  taxes  and 
extraordinary  items 
• Percent  increase 

$17.7 

$14.4 

$8.5 

$10.5 

$(4.4) 

(decrease)  from 
previous  year 

23% 

70% 

(19%) 

338% 

(204%) 

Income  (loss)  from 
discontinued  operations, 
net  of  income  taxes 

$0.5 

_ 

$(8.0) 

$0.4 

$10.6 

Extraordinary  items  (a) 

$1.1 

$2.8 

$4.8 

$0.4 

$(4.5) 

Net  income  (loss) 

• Percent  increase 

$12.0 

$11.4 

$1.4 

$6.2 

$3.8 

(decrease)  from 
previous  year 

6% 

744% 

(78%) 

64% 

26% 

Net  earnings  (loss) 
per  share 

• Percent  increase 

$1.09 

$1.03 

$(0.30) 

$0.59 

$0.25 

(decrease)  from 
previous  year 

6% 

443% 

(151%) 

136% 

(47%) 

(a)  Includes  gains  (losses)  on  early  retirement  of  debt,  net  of  applicable  income  taxes. 


Sterling  management  attributes  fiscal  1990  revenue  growth  to  a 
$17.2  million  increase  in  product  revenue  and  service  revenue 
increases  of  $2.8  million. 

• Systems  Software  Group  revenue  increased  19%  ($11.8  million) 
due  to  increased  sales  of  storage  management,  DYL,  and  data 
communications  management  products,  as  well  as  the  inclusion 
of  ZIM  product  sales  for  a full  year.  Maintenance  revenues 
also  increased  17%  over  fiscal  1989. 

• EDI  Group  revenue  increased  79%  ($10.4  million),  reflecting  a 
49%  growth  in  EDI  network  services  as  well  as  increased  sales 
of  the  group's  software  products  including  those  obtained  in  the 
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Metro-Mark  acquisition.  Maintenance  revenue  for  software 
products  also  increased  100%  over  fiscal  1989. 

• Federal  Systems  Group  revenue  increased  3%  ($2.9  million) 
due  to  higher  contract  billings  in  the  Systems  and  Scientific 
Division,  which  was  partially  offset  by  lower  contract  billings  in 
the  Intelligence  and  Military  Division. 

Product  development,  maintenance,  and  enhancement 
expenditures  were  approximately  $15.3  million  in  fiscal  1990  (net 
of  capitalized  expenses  of  $8.3  million  and  $13.0  million  in  fiscal 
1989  (net  of  capitalized  expenses  of  $5.0  million). 

Sterling  is  currently  organized  into  four  business  groups  and 
various  operating  divisions  as  follows: 

• The  Systems  Software  Group  provides  systems  software 
products  and  associated  support  services  through  six  divisions. 

- The  Answer  Systems  Division,  headquartered  in  Woodland 
Hills  (CA),  markets  application  development  products  for 
users  of  mainframes,  minicomputers,  and  microcomputers, 
as  well  as  CASE  front-end  and  repository  products.  The 
division  also  develops  products  for  certain  hardware  and 
software  manufacturers  to  access  data  housed  on  IBM 
mainframes. 

- The  AD  Labs  Division,  headquartered  in  Montreal  (Canada) 
and  with  satellite  labs  in  North  America,  supplies  research 
and  development  capabilities  for  the  products  marketed  by 
the  Answer  Systems  Division. 

- The  Dylakor  Division,  headquartered  in  Chatsworth  (CA), 
provides  a family  of  file  management  report  writer  products 
with  micro-to-mainframe  links  to  increase  programmer 
productivity. 

- The  Systems  Software  Marketing  Division,  headquartered  in 
Rancho  Cordova  (CA),  markets  storage  management  and 
data  communications  products  domestically. 

- The  Software  Labs  Division,  headquartered  in  San 
Bernardino  (CA),  supplies  research  and  development 
capabilities  for  the  products  offered  by  the  Systems  Software 
Marketing  Division. 
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- The  Sterling  Software  International  Division,  headquartered 
in  London  (England),  markets  products  developed  by  AD 
Labs  and  Software  Labs  internationally. 

• The  Applications  Software  Group,  headquartered  in  Dublin 
(OH),  provides  application  software  products  through  two 
divisions. 

- The  Creative  Data  Systems  Division  provides  software 
products  to  retailers,  including  national  and  regional  chain 
stores. 

- The  Directions  Division  provides  check  processing  software 
products  for  mainframes. 

• The  EDI  Group  was  created  in  October  1990,  and  includes  the 
following  divisions: 

- Sterling's  existing  ORDERNET  Services  Division, 
headquartered  in  Dublin  (OH),  provides  EDI  network 
services,  communications  and  translation  software  products, 
and  education  services  primarily  to  the  grocery, 
pharmaceutical,  medical,  retail,  hardgoods,  and 
transportation  industries. 

- The  EDI  International  Division,  headquartered  in  London, 
is  a newly  formed  division  created  to  expand  Sterling's  EDI 
business  overseas. 

- The  EDI  Labs  Division,  headquartered  in  Dublin  (OH),  is  a 
newly  formed  division  that  provides  technical  support  for  the 
ORDERNET  Services  and  EDI  International  Divisions. 

The  division  is  also  responsible  for  the  development  and 
support  of  all  software  products  and  systems  for  Sterling’s 
EDI  network  services  and  for  EDI  software  users.  The  EDI 
Labs  Division  will  focus  on  the  development  of  the  next 
generation  of  EDI  software  and  systems. 

• The  Federal  Systems  Group,  headquartered  in  Palo  Alto  (CA), 
provides  professional  and  systems  integration  services  and 
systems  operations  that  support  both  military  and  non-military 
projects  for  the  federal  government  through  the  following  units: 

- The  NASA  Ames  Division,  headquartered  in  Palo  Alto 
(CA),  provides  professional  services  and  systems  operations 
to  the  NASA/Ames  Research  Center  in  Mountain  View 
(CA). 
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- The  Intelligence  and  Military  Division  (IMD), 
headquartered  in  Bellevue  (NE),  primarily  serves  the 
Department  of  Defense  (DoD)  and  national  intelligence 
agencies.  IMD's  business  focus  is  to  provide  customized 
software  services  for  automation  of  classified  programs  for 
the  federal  government. 

- The  Systems  and  Scientific  Division,  headquartered  in  Palo 
Alto  (CA),  provides  two  distinct  services:  general  technical 
professional  support  services  and  services  in  specific 
technology  niches  and  specialty  scientific  application 
disciplines. 

- The  Special  Programs  Department  emphasizes  workstation 
visualization  graphics  and  animation  and  UNIX  networking 
software  products. 


A three-year  financial  summary  by  business  group  follows: 


STERLING  SOFTWARE,  INC. 
THREE-YEAR  FINANCIAL  SUMMARY 
BY  BUSINESS  GROUP 
($  millions) 


FISCAL  YEAR 

9/90 

9/89 

9/88 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Revenue 

- Federal  Systems 

$85.5 

43% 

$82.6 

46% 

$72.2 

44% 

- Systems  Software 

74.3 

37% 

62.6 

35% 

60.9 

37% 

- Applications  Software 

16.9 

8% 

21.9 

12% 

23.6 

14% 

- EDI 

23.4 

12% 

13.1 

7% 

8.6 

5% 

$200.1 

100% 

$180.2 

100% 

$165.3 

100% 

Operating  profit 

- Federal  Systems 

$7.6 

• 39% 

$7.3 

42% 

$6.8 

46% 

- Systems  Software 

18.9 

97% 

15.1 

86% 

15.0 

100% 

- Applications  Software 

0.3 

2% 

2.5 

14% 

4.0 

27% 

- EDI 

5.0 

26% 

3.2 

18% 

1.3 

9% 

- Corporate  and  other 

(12.4) 

(64%1 

1106) 

(60%) 

1102) 

(82%1 

$19.4 

100% 

$17.5 

100% 

$14.9 

100% 
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Key  Products  and 
Services 


Industry  Markets 


Major  competitors,  by  operating  group,  include  the  following: 

• Systems  Software  Group:  Pansophic  and  Computer  Associates 

• EDI  Group:  GE  Information  Services,  BT  Tymnet, 
Kleinschmidt,  and  EDI  Solutions 

• Applications  Software  Group: 

- Check  processing  software:  Computer  Associates,  Back 
Room  Systems,  and  DISC 

- Retail  software:  Island  Pacific  and  STS  Systems,  Inc. 

• Federal  Systems:  Computer  Sciences  Corporation,  Boeing 
Computer  Services,  and  McDonnell  Douglas  Information 
Systems  Company 


INPUT  estimates  approximately  31%  of  Sterling's  fiscal  1990 
revenue  was  derived  from  professional  services;  9%  from  systems 
operations  services;  2%  from  systems  integration  services;  37% 
from  systems  software  products  and  associated  support  services; 
12%  from  EDI  software  products  and  network  services;  and  9% 
from  other  application  software. 

Sterling's  products  and  services  are  summarized  in  separate 
INPUT  profiles  on  each  of  the  company's  operating  groups. 


Approximately  37%  of  Sterling's  total  fiscal  1990  revenue  was 
derived  from  cross-industry  sales  and  support  of  its  systems 
software  products  and  43%  was  derived  from  the  federal 
government.  The  remaining  20%  was  derived  from  the  wholesale 
and  retail  distribution,  manufacturing,  transportation,  health  care, 
and  banking  and  finance  industries. 

Sterling  has  more  than  5,000  customers,  including  90  of  the 
Fortune  100  U.S.  industrial  corporations,  and  over  80  of  the  100 
largest  commercial  banks. 

As  of  September  30,  1990,  Sterling  was  providing  products  or 
services  to  the  federal  government  under  approximately  50 
separate  contracts. 
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Geographic  Approximately  89%  of  Sterling’s  fiscal  1990  revenue  was  derived 

Markets  from  the  U.S.  and  Canada.  The  remaining  11%  was  derived 

primarily  from  Western  Europe. 

A three-year  summary  of  source  of  revenue  follows: 

STERLING  SOFTWARE,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

9/90 

9/89 

9/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S.  and  Canada 

$179.0 

89% 

$162.3 

90% 

$147.6 

89% 

International 

21.2 

11% 

17.9 

10% 

17.7 

11% 

TOTAL 

$200.2 

100% 

$180.2 

100% 

$165.3 

100% 

Sterling  leases  offices  and  facilities  in  approximately  30  U.S.  and 
Canadian  cities,  and  in  other  countries. 

• Major  U.S.  facilities  are  located  in  Chatsworth,  Palo  Alto, 
Rancho  Cordova,  San  Bernardino,  and  Woodland  Hills  (CA); 
Cleveland  and  Dublin  (OH);  Bellevue  (NE);  and  Dallas  (TX). 

• Major  international  facilities  are  located  in  the  U.K.,  France, 
Canada  (3),  Germany,  Norway,  Japan,  Australia,  and  Italy. 

INPUT  estimates  Sterling's  U.S.  fiscal  1990  revenue  ($170  million) 
was  derived  approximately  as  follows: 


Professional  services 

36% 

Systems  software 

29% 

Application  software 

15% 

Systems  operations 

11% 

Network  services 

6% 

Systems  integration 

m 

100% 

Computer  Sterling's  data  center  in  Dublin  (OH)  supports  the  company's  EDI 

Hardware  and  clients  with  Amdahl  computers. 

Software 
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COMPANY  PROFILE 


STERLING  SOFTWARE,  INC.  Sam  Wyly,  Chairman 

8080  North  Central  Expressway  Sterling  L.  Williams,  President  and  CEO 

Suite  1100  Public  Corporation,  AMEX 


Dallas,  TX  75206 
(214)  891-8600 

Total  Employees:  1,840  (9/88) 
Total  Revenue,  Fiscal  Year  End 
9/30/88:  $169,802,000 

The  Company 

Sterling  Software,  Inc.,  founded  in  1981,  provides  a range  of 
professional  services,  systems  and  application  software  products, 
processing/network  services,  and  turnkey  systems  to  commercial 
and  government  clients. 

• The  company's  strategy  since  its  inception  has  been  to  choose 
target  markets  with  growth  and  profit  potential  and  to  focus  on 
acquiring  and  developing  products  and  services  for  those 
specific  markets. 

• Since  1983  Sterling  has  acquired  nine  companies,  the  largest  of 
which  was  Informatics  General  Corporation  in  1985. 

• Certain  of  the  acquisitions  brought  a number  of  businesses 
which  were  outside  Sterling's  long-term  interests  and, 
accordingly,  a divestiture  program  was  implemented.  During 
1988,  the  company's  remaining  non-strategic  businesses  were 
sold. 

Fiscal  1988  revenue  reached  $169.8  million,  a 25%  increase  over 
fiscal  1987  revenue  of  $135.9  million.  Net  income  declined  78%, 
from  $6.2  million  in  fiscal  1987,  to  $1.4  million  in  fiscal  1988 
primarily  due  to  the  net  loss  incurred  on  business  sold.  In  the  five- 
year  summary  that  follows,  financials  have  been  restated  to  reflect 
operating  results  of  businesses  sold  in  1988  and  1986  as 
discontinued  operations: 
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STERLING  SOFTWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

9/85 

9/84 

Revenue 

• Percent  increase 

$169,802 

$135,918 

$123,873 

$43,106 

$18,692 

from  previous  year 

25% 

10% 

187% 

131% 

103% 

Income  (loss)  from 
continuing  operations 
before  income  taxes  and 
extraordinary  items 
• Percent  increase 

$8,477 

$10,482 

$(4,399) 

$4,233 

$2,132 

(decrease)  from 
previous  year 

(19%) 

338% 

(204%) 

99% 

(2%) 

Income  (loss)  from 
continuing  operations 
before  extraordinary  items 
• Percent  increase 

$4,559 

$5,451 

$(2,373) 

$2,175 

$1,090 

(decrease)  from 
previous  year 

(16%) 

330% 

(209%) 

100% 

(6%) 

Income  (loss)  from 
discontinued  operations, 
net  of  income  taxes 

$(8,022) 

$395 

$10,606 

$819 

Extraordinary  items  (a) 

$4815 

$360 

$(4,453) 

- 

- 

Net  income  (loss) 

• Percent  increase 

$1,352 

$6,206 

$3,780 

$2,994 

$1,090 

(decrease)  from 
previous  year 

(78%) 

64% 

26% 

175% 

(6%) 

Earnings  (loss)  applicable 
to  common  stockholders  (b) 

$(1,816) 

$5,202 

$1,908 

$2,298 

$1,090 

Earnings  (loss)  per  share 
from  continuing  operations 
before  extraordinary  items 

$0.23 

$0.52 

$(0.56) 

$0.30 

$0.23 

Earnings  (loss)  per  share 
applicable  to  common 
stockholders 
• Percent  increase 

$(0.30) 

$0.59 

$0.25 

$0.47 

$0.23 

(decrease)  from 
previous  year 

(151%) 

136% 

(47%) 

104% 

(43%) 

(a)  Includes  gains  (losses)  on  early  retirement  of  debt,  net  of  applicable  income  taxes. 

(b)  Reflects  net  income,  less  preferred  stock  dividend  requirements  of  approximately  $3.2  million, 
$1  million,  $1.9  million,  and  $0.7  million  for  fiscal  1988,  1987,  1986,  and  1985,  respectively. 
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Sterling  management  attributes  fiscal  1988  revenue  growth  to  an 
$8.2  million  increase  in  product  revenue  from  its  Systems  and 
Applications  Software  Groups  and  a $25.7  million  increase  in 
service  revenue. 

• Of  the  $2.3  million  increase  in  Systems  Software  revenue, 
approximately  $2  million  was  due  to  higher  revenues  generated 
by  the  International  Division. 

• Sales  of  the  company's  GENTRAN  electronic  data  interchange 
(EDI)  software  and  the  System  for  RetailR  software  accounted 
for  most  of  the  $5.9  million  increase  in  Applications  Software 
revenue. 

• Approximately  $14.1  million  of  the  increase  in  services  revenue 
was  attributed  to  the  purchase  of  ZeroOne  Systems,  Inc.  in 
August  1987.  The  remaining  increase  was  due  to  higher 
revenue  levels  in  the  Intelligence  and  Military  Division  of  the 
Federal  Systems  Group. 

Product  development,  maintenance,  and  enhancement 
expenditures  related  to  continuing  operations  were  approximately 
$17.1  million  (10%  of  revenue)  in  fiscal  1988,  $15.5  million  (11% 
of  revenue)  in  fiscal  1987,  and  $15.5  million  (13%  of  revenue)  in 
fiscal  1986.  Amounts  for  fiscal  1988  and  1987  include  capitalized 
expenses  of  $3.6  million  and  $3.4  million,  respectively. 

In  August  1987,  Sterling  acquired  substantially  all  of  the  assets  of 
ZeroOne  Systems,  Inc.  of  Santa  Clara  (CA)  for  $5.2  million  plus 
the  assumption  of  certain  liabilities.  The  acquisition  was 
accounted  for  as  a purchase. 

• ZeroOne  specializes  in  the  design  and  operation  of 
supercomputer  data  centers. 

• ZeroOne  had  1986  revenue  of  approximately  $14  million. 

• ZeroOne  now  operates  within  Sterling's  Federal  Systems 
business. 

In  May  1989,  Sterling  obtained  a 20%  interest  in  Software 
Recording  Corporation,  with  exclusive  worldwide  private  label 
rights  to  its  principal  systems  software  product,  Sterling 
Auto*Test. 

A summary  of  Sterling's  divestitures  over  the  past  three  years 
follows: 
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• In  December  1988,  Sterling  completed  the  sale  of  the  assets  of 
Check  Consultants,  Inc.  to  First  Tennessee  Bank  National 
Association  for  approximately  $4  million  in  cash. 

- Check  Consultants,  which  was  acquired  by  Sterling  in  1985, 
offers  customization  and  installation  services  to  financial 
institutions  using  IBM's  Check  Processing  Control  System 
(CPCS). 

• In  September  1988,  Sterling  completed  the  sale  of  its 
international  commercial  professional  services  operations  to 
IMI  Systems,  Inc.  (New  York)  for  $8.5  million  plus  contingent 
future  payments  not  to  exceed  $3  million. 

• In  August  1988,  Sterling  sold  its  North  American  commercial 
professional  services  operations  to  Computer  People,  Inc.  (the 
Los  Angeles-based  subsidiary  of  Computer  People  Group  PLC) 
for  $9.5  million  plus  contingent  future  payments  to  not  exceed 
$5.5  million  (of  which  approximately  $1.5  million  was  received). 

• In  November  1987,  Sterling  sold  its  Legal  Information  Services, 
Information  Systems  and  Services,  and  Publishing  Services 
Divisions  to  ATLIS  Systems,  Inc.  for  approximately  $6.3  million 
in  cash  and  notes  receivable. 

- The  Legal  Information  Services  Division  provided 
professional  services  to  assist  law  firms  and  corporations  with 
automating  document  summarization  and  retrieval  for 
complex  litigation. 

- The  Information  Systems  and  Services  Division  provided 
library  and  information  management  and  data  base 
processing  services  to  government  agencies,  libraries,  and 
commercial  businesses. 

- The  Publishing  Services  Division  provided  turnkey  systems, 
processing  services,  and  software  products  for  electronic 
photocomposition. 

• In  June  1986,  the  company  sold  its  Legal  Systems  Division  to 
Baron  Data  Systems  for  $14.3  million  in  cash.  The  division, 
which  was  acquired  with  Informatics,  provided  turnkey  systems 
and  software  products  to  law  firms  and  corporate  legal 
departments. 

• In  April  1986,  Sterling  sold  its  Management  Control  Division  to 
Simon  & Schuster  for  $14.2  million  in  cash  and  contingent 
payments.  The  division,  which  was  acquired  with  Informatics, 
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provided  turnkey  systems  and  software  products  to  public 
accountants  and  property  managers. 

• In  February  1986,  Sterling  sold  its  Insurance  Systems  Division 
to  Policy  Management  Systems  Corporation  for  $7.8  million  in 
cash.  The  division,  which  was  acquired  with  Informatics, 
provided  software  products  to  the  insurance  industry  for  group 
health  and  life  administration,  claims  processing,  and  stock  and 
bond  portfolio  administration. 

Revenue  for  the  six  months  ending  March  31,  1989  reached  $85.7 
million,  an  8%  increase  over  $79.3  million  for  the  same  period  in 
1988.  Net  income  reached  nearly  $5.3  million  and  includes  an 
extraordinary  gain  of  approximately  $1.5  million  as  a result  of 
buying  back  certain  of  its  convertible  debentures.  This  compares 
with  net  income  of  $3.8  million  for  the  same  period  in  1988,  which 
also  includes  an  extraordinary  gain  of  $1.0  million. 

Sterling  is  currently  organized  into  three  business  groups  and 
various  operating  divisions  as  follows: 

• The  Systems  Software  Group,  headquartered  in  Los  Angeles 
(CA),  provides  systems  software  products  and  associated 
support  services  through  five  divisions. 

- The  Answer  Systems  Division  markets  application 
development  products  for  users  of  IBM  mainframes  and 
microcomputers. 

- The  Dylakor  Division  provides  a family  of  file  management 
and  report  writer  products  and  micro-to-mainframe  links  to 
increase  programmer  productivity. 

- The  Software  Labs  Division  supplies  research  and 
development  for  new  products  and  supports  Sterling's 
existing  products. 

- The  Systems  Software  Marketing  Division  markets  systems 
software  products  domestically  which  have  been  developed 
or  acquired  by  Sterling. 

- The  Sterling  Software  International  Division  markets,  on  an 
international  basis,  the  products  offered  by  the  other 
divisions  within  the  Systems  Software  Group. 

• The  Applications  Software  Group,  headquartered  in  Columbus 
(OH),  provides  application  software  products  and 
processing/network  services  through  three  divisions. 
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- The  ORDERNET  Services  Division  provides  electronic  data 
interchange  (EDI)  services  and  software  primarily  to  the 
grocery,  pharmaceutical,  medical,  retail,  hardgoods,  and 
transportation  industries  in  the  U.S.  and  Canada. 

- The  Creative  Data  Systems  Division  provides  turnkey 
systems  and  processing  services  to  retailers,  including 
national  and  regional  chain  stores. 

- The  Directions  Division  provides  check  processing  software 
products  for  mainframes. 

• Sterling's  Federal  Systems  Business  provides  professional 
services  that  support  both  military  and  non-military  projects  for 
the  federal  government  through  the  following  units: 

- The  Federal  Systems  Group,  headquartered  in  Palo  Alto 
(CA)  provides  services  through  two  divisions. 

• The  Systems  and  Scientific  Division  works  primarily  on 
service  and  support  to  the  NASA/Ames  Research 
Center. 

• The  Intelligence  and  Military  Division  provides  support 
for  highly  specialized  military  communications  projects. 

- ZeroOne  Systems,  Inc.,  headquartered  in  Santa  Clara  (CA), 
specializes  in  the  design  and  operation  of  supercomputer 
data  centers. 

A three-year  financial  summary  by  business  group  follows: 
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STERLING  SOFTWARE,  INC. 
THREE-YEAR  FINANCIAL  SUMMARY 
BY  BUSINESS  GROUP 
($  millions) 


FISCAL  YEAR 

9/88 

9/87 

9/86 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Revenue 

- Systems  Software 

$60.9 

36% 

$58.6 

43% 

$52.0 

42% 

- Applications  Software 

36.7 

22% 

30.8 

23% 

33.9 

27% 

- Federal  Systems 

72.2 

42% 

46.6 

34% 

37.9 

31% 

$169.8 

100% 

$135.9 

100% 

$123.9 

100% 

Operating  profit 

- Systems  Software 

$15.0 

101% 

$14.9 

108% 

$8.6 

152% 

- Applications  Software 

5.3 

35% 

2.6 

18% 

1.9 

33% 

- Federal  Systems 

6.8 

46% 

6.9 

50% 

4.6 

80% 

- Corporate  and  other 

f 12.21 

(82%) 

(10.5) 

(76%) 

(9.4) 

(165%) 

$14.9 

100% 

$13.8 

100% 

$5.7 

100% 

Major  competitors,  by  operating  group  include  the  following: 

• Systems  Software  Group:  Pansophic  and  Computer  Associates. 

• Applications  Software  Group: 

- EDI  software  and  services:  GE  Information  Services, 
McDonnell  Douglas  Information  Systems  Company, 
Kleinschmidt,  EDI  Solutions,  and  Metromark. 

- Check  processing  software:  Computer  Associates,  Back 
Room  Systems,  and  DISC. 

- Retail  software:  Island  Pacific  and  STS  Systems,  Inc. 

• Federal  Systems:  Computer  Sciences  Corporation,  Boeing 
Computer  Services,  and  McDonnell  Douglas  Information 
Systems  Company. 
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Key  Products  and 
Services 

INPUT  estimates  approximately  42%  of  Sterling's  fiscal  1988 
revenue  was  derived  from  professional  services  (75%  from 
software  and  network  development  and  25%  from  systems 
operations);  36%  from  systems  software  products  and  associated 
support  services  (60%  from  application  development  tools,  25% 
from  data  center  management  products,  and  15%  from 
communications  products);  and  22%  from  applications  (82%  from 
application  software  products  and  associated  support  services  and 
18%  from  EDI  processing  services). 

Sterling's  products  and  services  are  summarized  in  separate 
INPUT  Profiles  on  each  of  the  company's  operating  groups. 

Industry  Markets 

Approximately  36%  of  Sterling's  total  fiscal  1988  revenue  was 
derived  from  cross-industry  sales  and  support  of  its  systems 
software  products,  35%  was  derived  from  the  federal  government, 
and  15%  from  the  wholesale  and  retail  distribution  industries. 

The  remaining  14%  of  revenue  was  derived  from  large 
corporations  in  various  industries,  including  manufacturing, 
transportation,  health  care,  and  banking  and  finance. 

Sterling  has  more  than  5,000  customers,  including  90  of  the 
Fortune  100  U.S.  industrial  corporations,  and  over  80  of  the  100 
largest  commercial  banks. 

None  of  its  customers  accounted  for  over  10%  of  fiscal  1988 
revenues  except  for  the  federal  government.  As  of  September  30, 
1988,  Sterling  was  providing  products  or  services  to  the  federal 
government  under  approximately  60  separate  contracts,  which 
accounted  for  approximately  35%  of  fiscal  1988  revenue. 

Geographic 

Markets 

Approximately  89%  of  Sterling's  fiscal  1988  revenue  was  derived 
from  the  U.S.  and  Canada.  The  remaining  11%  was  derived 
primarily  from  Western  Europe. 

A three-year  summary  of  source  of  revenue  follows: 

a 
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STERLING  SOFTWARE,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

9/88 

9/87 

9/e 

6 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S.  and  Canada 

$151.0 

89% 

$118.3 

87% 

$109.5 

88% 

International 

18.8 

11% 

17.6 

13% 

14.4 

12% 

TOTAL 

$169.8 

100% 

$135.9 

100% 

$123.9 

1 00% 

Sterling  leases  offices  and  facilities  in  approximately  30  U.S.  and 
Canadian  cities  and  other  countries. 

• Major  U.S.  facilities  are  located  in  Canoga  Park,  Chatsworth, 
Palo  Alto,  Santa  Clara,  Rancho  Cordova,  and  San  Bernardino 
(CA);  Cleveland  and  Columbus  (OH);  Omaha  (NE);  and 
Dallas  (TX). 

• Major  international  facilities  are  located  in  London,  Paris, 
Toronto,  Duesseldorf,  and  Turin. 


Computer  Sterling's  data  center  in  Columbus  (OH)  supports  the  company  s 

Hardware  and  EDI  and  other  processing  clients  with  the  following  systems: 

Software 

• 1 Amdahl  470  V/6-2,  MVS. 

• 1 Amdahl  470  V/7,  MVS. 

• 1 Amdahl  470,  V/8,  MVS. 
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STERLING  SOFTWARE,  INC., 
APPLICATIONS  SOFTWARE 
GROUP 

4600  Lakehurst  Court 
P.O.  Box  7160 
Dublin,  OH  43017-0760 
(614)  793-7000 


Warner  C.  Blow,  Group  President 
Operating  Group  of  Sterling  Software,  Inc. 
Total  Employees:  110 
Total  Revenue,  Fiscal  Year  End 
9/30/90:  $16,932,000 


The  Company  Sterling's  Applications  Software  Group  provides  application 

software  products  and  turnkey  systems  through  two  divisions. 

• The  Creative  Data  Systems  Division,  headquartered  in 
Cleveland  (OH)  with  60  employees,  provides  turnkey  systems 
and  software  products  to  retailers,  including  national  and 
regional  chain  stores. 

• The  Directions  Division,  headquartered  in  Dallas  with  50 
employees,  provides  check  processing  software  products  for 
IBM  and  compatible  mainframes. 

The  group's  fiscal  1990  revenue  was  $16.9  million,  a 23%  decrease 
from  fiscal  1989  revenue  of  $21.9  million.  In  the  three-year 
summary  that  follows,  financials  have  been  restated  to  exclude 
Sterling's  EDI  operations,  which  are  now  part  of  a separate  group. 
Fiscal  1988  results  also  exclude  certain  discontinued  operations. 
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STERLING  SOFTWARE,  INC. 
APPLICATIONS  SOFTWARE  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/90 

9/89 

9/88 

Revenue 

$16,932 

$21,943 

$23,600 

• Percent  increase 
(decrease)  from 
previous  year 

(23%) 

(7%) 

N/A 

Operating  profit  (a) 

$261 

$2,549 

$4,020 

• Percent  increase 
(decrease)  from 
previous  year 

(90%) 

(37%) 

N/A 

(a)  Before  corporate  items. 


Sterling  management  attributes  the  Group's  revenue  declines  to 
lower  sales  of  hardware  and  software  to  retailers  as  a result  of 
Sterling's  decision  to  cease  supporting  retail  software  for 
mainframe  environments,  as  well  as  reduced  sales  of  midrange 
hardware.  These  lower  sales  were  partially  offset  by  increases  in 
check-processing  software  (VECTOR)  revenue. 

Major  competitors,  by  product/service,  include  the  following: 

• Retail:  Island  Pacific  and  STS  Systems,  Inc. 

• Check-processing  software:  Computer  Associates,  Back  Room 
Systems,  and  DISC. 


Key  Products  and  One  hundred  percent  of  the  Applications  Software  Group's  fiscal 
Services  1990  revenue  was  derived  from  application  software  products  and 

turnkey  systems. 

The  Creative  Data  Systems  Division,  generating  44%  of  fiscal  1990 
revenue,  provides  turnkey  systems  and  software  products  to 
retailers. 

• System  for  Retailing11  provides  purchase  order  management, 
point-of-sale  support,  invoicing,  inventory  control,  sales 
analysis,  purchase  order  management,  and  financial  reporting. 

- The  system  is  currently  available  for  DEC  VAX  and  Wang 
VS  computers.  The  system  ranges  in  price  from  $100,000  to 
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$1  million,  including  hardware.  The  software  is  also 
available  separately. 

- System  for  Retailing  is  targeted  to  retailers  with  sales  in 
excess  of  $10  million.  The  system  is  currently  used  by  more 
than  100  retail  companies  with  a total  of  over  4,000  store 
locations  worldwide. 

- The  software  is  also  available  in  overseas  markets  through 
joint  marketing  agreements  with  Fujitsu  and  Wang. 

• SFR-IMPACT,  introduced  in  January  1991,  is  a 
microcomputer-based  executive  information  system  for 
retailers. 

- SFR-IMPACT  uses  data  generated  from  SFR  to  provide 
high-level  retail  information-such  as  sales,  gross  margins, 
and  profits-in  graphic  and  chart  formats. 

- SFR-IMPACT  runs  on  IBM  and  compatible  PCs  and  is 
priced  at  $6,580  for  an  individual  workstation,  with  special 
pricing  for  multiple  licenses  and/or  LAN  versions. 

• The  division  continues  to  support,  but  no  longer  actively 
markets,  the  following  products: 

- ArrayR,  a distributor  and  wholesaler  inventory  management 
system  based  on  IBM  mainframes,  DEC  VAX,  and  Wang  VS 
computers 

- The  Hardgoods  Information  System™  (THIS),  a 
microcomputer-based  merchandising  management  and 
accounting  system  for  hardware  and  hardline  retailers 

The  Directions  Division,  which  contributed  56%  to  the  Group's 
total  revenue  in  fiscal  1990,  provides  software  products  to  the 
banking  and  finance  industry  for  check-processing  applications. 

• The  VECTOR  product  family  is  designed  for  IBM  mainframes 
and  is  used  by  commercial  banks,  savings  and  loans,  credit 
unions,  and  finance  companies. 

- VECTOR  products  (VECTOR  3-12  and  VECTOR  3000- 
5000)  are  available  for  bulk  file/on-line  fine  sort,  on-line 
adjustment  processing,  on-line  returns/exceptions 
processing,  on-line  CPCS  reconcilement/balancing,  on-line 
bank  reconcilement,  on-line  collections  processing, 
transaction  analysis,  general  inquiry  and  research,  signature 
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Industry  Markets 


Geographic 

Markets 


verification,  check  clearing  and  availability,  and  cash  letter 
collection. 

- VECTOR  products  range  in  price  from  $5,000  to  $80,000. 
Over  450  North  American  banks  and  other  financial 
institutions  have  installed  over  1,000  VECTOR  products. 


Approximately  44%  of  the  Applications  Software  Group's  fiscal 
1990  revenue  was  derived  from  the  retail  industry  and  56%  from 
the  banking  and  finance  industry. 


The  Applications  Software  Group's  fiscal  1990  revenue  was 
derived  primarily  from  the  U.S. 
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COMPANY  PROFILE 


STERLING  SOFTWARE,  INC., 
APPLICATIONS  SOFTWARE 
GROUP 

1651  Northwest  Professional  Plaza 
Columbus,  OH  43220 
(614)  459-7500 


Warner  C.  Blow,  Group  President 
Operating  Group  of  Sterling  Software,  Inc. 
Total  Revenue,  Fiscal  Year  End 
9/30/88:  $36,697,000 


The  Company  Sterling's  Applications  Software  Group  provides  application 

software  products,  processing/network  services,  and  turnkey 
systems  through  three  divisions. 

• The  ORDERNET  Services  Division,  headquartered  in 
Columbus  (OH),  provides  electronic  data  interchange  (EDI) 
services  and  software  in  the  U.S.  and  Canada. 

• The  Creative  Data  Systems  Division,  headquartered  in 
Beachwood  (OH),  provides  software  products  and  turnkey 
systems  to  retailers,  including  national  and  regional  chain 
stores. 

• The  Directions  Division,  headquartered  in  Dallas,  provides 
check  processing  software  products  for  IBM  and  compatible 
mainframes. 

The  group's  fiscal  1988  revenue  reached  $36.7  million,  a 19% 
increase  over  fiscal  1987  revenue  of  $30.8  million.  A three-year 
financial  summary  follows: 
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STERLING  SOFTWARE,  INC. 
APPLICATIONS  SOFTWARE  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

Revenue 

• Percent  increase 

$36,697 

$30,764 

$33,922 

(decrease)  from 
previous  year 

19% 

(9%) 

N/A 

Operating  profit  (a) 

• Percent  increase 

$5,300 

$2,572 

$1 ,863 

from  previous  year 

106% 

38% 

N/A 

(a)  Before  corporate  items. 


Sterling  management  attributes  fiscal  1988  revenue  growth 
primarily  to  increased  sales  of  GENTRAN™  EDI  software  and 
System  for  Retail  products. 

Major  competitors,  by  product/service,  include  the  following: 

• EDI:  GE  Information  Services,  McDonnell  Douglas 
Information  Systems  Company,  Kleinschmidt,  Metromark,  and 
EDI  Solutions. 

• Retail:  Island  Pacific  and  STS  Systems,  Inc. 

• Check  processing  software:  Computer  Associates,  Back  Room 
Systems,  and  DISC. 


Key  Products  and  Approximately  82%  of  the  Applications  Software  Group's  fiscal 
Services  1988  revenue  was  derived  from  application  software  products  and 

associated  support  services  and  18%  from  EDI  processing  services. 

The  ORDERNET  Services  Division  provides  EDI  network 
services  and  software  products  to  over  1,000  customers  in  the 
pharmaceutical,  grocery,  hardware  and  housewares, 
medical/surgical  distribution,  and  service  merchandising 
industries. 

• Using  Sterling's  data  center  in  Columbus,  ORDERNET 
provides  an  on-line  network  to  manage  and  control  the  flow  of 
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standardized  business  documents  between  trading  partners  that 

regularly  transmit  electronic  documents  to  one  another. 

- ORDERNET  traces  its  EDI  involvement  to  1975  when 
Informatics  General  began  COMM-NET  EDI  services  to  the 
wholesale  pharmaceutical  industry.  Currently,  ORDERNET 
serves  a variety  of  industries  using  both  industry-specific 
formats  and  ANSI  X12  standards. 

- Sterling  developed  Medimetrik,  the  initial  service  offering 
for  International  Health  Information  Applications,  Inc., 
which  provides  information  on  pharmaceuticals,  and  creates 
a data  base  of  drug  usage  through  data  capture  and  retrieval 
procedures  applied  to  EDI  traffic,  as  well  as  from  data 
submitted  by  the  participating  companies. 

- ORDERNET  was  selected  by  the  American  Hardware 
Manufacturers  Association  (AHMA)  to  provide  the 
EAGLEr  automated  purchase  order  entry  system,  which 
now  functions  as  part  of  ORDERNET.  Five  of  the  top  ten 
home  centers  in  the  U.S.  are  ORDERNET  customers. 

- Electronic  transmission  of  hospital  chargebacks  (rebates) 
between  wholesalers  and  pharmaceutical  manufacturers  is 
available,  using  the  three  National  Wholesale  Druggists' 
Association  formats:  Bid  Award  Notification  to  Wholesaler; 
Chargeback  Debit  Memo  to  Manufacturer;  and  Chargeback 
Reconciliation  to  Wholesaler. 

- AUTO-COMM  supports  ordering  and  supply  documents  for 
the  U.S.  auto  industry. 

- The  EDI-UCS  service  is  for  the  grocery  industry. 
ORDERNET  supports  internetwork  traffic  with  McDonnell 
Douglas'  EDI-NET  at  no  additional  user  cost.  Other 
internetwork  agreements  have  been  established  with 
Kleinschmidt,  GE  Information  Services,  and  Control  Data. 

- DOE  (Direct  Order  Entry)  service  is  provided  to  service 
merchandising  companies.  Warehousing  service  is  supported 
using  WINS  standards,  and  the  company  is  expanding  into 
logistics  areas. 

- Translation  between  X12,  UCS,  and  industry-specific 
standards  is  available  through  the  GENTRAN  in-network 
translation  service. 
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- ORDERNET  offers  a media  conversion  service  that  permits 
electronic  documents  to  be  converted  to  hardcopy 
(EDI/LaserMailSM  for  mailing)  or  to  facsimile  transmissions 
(EDI/FaxSM  for  delivery  to  any  trading  partner's  FAX 
machine). 

• In  December  1987,  ORDERNET  announced  the  availability  of 
its  GENTRAN  translation  software  for  customers'  in-house  use. 

- GENTRAN  translates  data  from  internal  fixed-length  record 
formats  to  variable-length  data  formats  for  EDI 
transmission,  and  interprets  EDI  communications  received 
back  into  internal  formats  for  processing. 

- GENTRAN  supports  ANSI  X12  and  its  subsets  (CIDX, 
EDX,  VICS),  UCS,  WINS,  and  TDCC  (Motor,  Rail,  Ocean, 
Air)  standards. 

- GENTRAN  is  designed  for  IBM  30XX,  43XX,  and  9370 
mainframes  and  compatibles  using  MVS,  MVS/XA,  or 
DOS/VSE,  and  DEC  VAX  system. 

- GENTRAN  pricing  is  based  on  a two-tier  schedule, 
depending  on  the  hardware  platform  used.  Under  the  Class 
A schedule  (which  applies  to  IBM  30XX,  43XX,  and  9370), 
GENTRAN  is  priced  at  $30,000.  Annual  maintenance 
(which  is  free  for  the  first  year)  is  priced  at  $4,500.  Under 
the  Class  B schedule  (which  applies  to  DEC  VAX), 
GENTRAN  is  priced  at  $18,000.  Annual  maintenance 
(which  is  free  for  the  first  year)  is  priced  at  $2,700.  Pricing 
includes  two  days  of  on-site  installation  and  training. 

- There  are  currently  over  100  GENTRAN  installations. 

• ORDERNET  offers  DOCULINK™,  a series  of  software 
products  for  microcomputers  and  mainframes,  to  facilitate 
bisynchronous  or  asynchronous  communications  between  the 
user  and  ORDERNET's  network. 

- DOCULINK/OS  provides  bisynchronous  communications 
for  IBM  30XX,  43XX,  or  compatible  mainframes  running 
OS. 

- DOCULINK/MNP  effects  Microcom  Networking  Protocol 
communications  on  an  IBM  PC  or  compatible. 

- DOCULINK/BSC  provides  bisynchronous  communications 
on  an  IBM  PC  or  compatible. 
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• In  November  1988,  ORDERNET  announced  a Vendor 

Implementation  Program  (VIP)  to  educate  prospective 

electronic  trading  partners  and  speed  their  EDI 

implementation.  VIP  components  include: 

- Development  of  a phased  master  plan  and  month  schedules; 

- Direct  marketing  contact  with  targeted  EDI  trading  partners; 

- Development  of  individual  implementation  plans  for  each 
targeted  trading  partner; 

- Regularly  scheduled  EDI  seminars; 

- Individual  follow  up  and  technical  support;  and 

- A tracking  system  for  regularly  reporting  on  trading  partner 
implementation  status. 

• ORDERNET  has  the  following  alliances: 

- ORDERNET  has  signed  with  ACI  Computer  Services  for 
the  first  EDI  link  between  North  America  and  Australia. 
ACI,  with  joint-venture  partner  Telecom  Australia,  runs 
TradeLink.  International  traffic  will  be  carried  via  Telenet. 

- During  1988,  ORDERNET  formed  an  agreement  with 
Global  Software,  Inc.  whereby  Global  may  market 
ORDERNET  EDI  software  and  network  services  to  its 
installed  base. 

- ORDERNET  has  a marketing  agreement  with  EDI,  Inc.  to 
sell  EDI's  TELINK  microcomputer  software  package. 

- ORDERNET  offers  ACS  Network  Systems'  translation 
software  for  the  IBM  System/36  and  System/38. 

- During  1987,  ORDERNET  signed  a resale  agreement  with 
Telenet  Communications,  whereby  Telenet  would  private- 
label  ORDERNET’s  processing  service  and  distribute  it  to 
Telenet's  Fortune  500  customers  under  the  name  TEDI. 

- During  1988,  ORDERNET  acquired  the  customer  list  of 
Canadian  EDI  service  provider  Crowntek. 

- Since  July  1987,  Management  Horizons  Data  Systems 
(London,  Ontario)  has  been  marketing  ORDERNET 
products  and  services  in  Canada. 
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• ORDERNET  has  also  provided  professional  services  to  a major 
transportation  company  to  integrate  its  EDI  functions  with  bar 
code-based  and  other  applications  and  to  recruit  additional 
EDI  trading  partners. 

The  Creative  Data  Systems  Division  provides  software  products 

and  turnkey  systems  to  retailers. 

• System  for  RetailR  provides  purchase  order  management,  point- 
of-sale  support,  invoicing,  inventory  control,  sales  analysis, 
purchase  order  management,  and  financial  reporting. 

- The  system  runs  on  IBM  mainframes,  DEC  VAX,  and  Wang 
VS  computers  and  ranges  in  price  from  $100,000  to  $1 
million,  including  hardware.  The  software  is  also  available 
separately. 

- System  for  Retail  is  targeted  to  retailers  with  sales  in  excess 
of  $10  million.  There  are  currently  85  installations. 

- During  fiscal  1988,  the  software  became  available  in 
overseas  markets  through  new  joint  marketing  agreements 
with  Fujitsu  and  Wang. 

• ArrayR,  introduced  in  1988,  is  a distributor  and  wholesaler 
inventory  management  system  based  on  IBM  mainframes,  DEC 
VAX,  and  Wang  VS  computers. 

- Applications  include  forecasting,  seasonality  detection,  and 
investment  and  promotional  buying. 

- Array  is  priced  from  $150,000  to  $300,000.  There  are 
currently  five  installations. 

• The  Hardgoods  Information  System™  (THIS),  introduced  in 
1984,  is  a microcomputer-based  merchandising  management 
and  accounting  system  for  hardware  and  hardline  retailers. 

- Applications  include  inventory  control,  point-of-sale 
monitoring,  sales  analysis,  price  control,  and  purchase  order 
management. 

- THIS  is  licensed  from  Retail  Systems  Company,  Inc.  and  is 
targeted  to  firms  with  annual  revenue  of  $250,000  to  $20 
million. 
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- THIS  runs  on  IBM  and  compatible  microcomputers  and  is 
priced  from  $5,000  to  $15,000,  including  hardware.  There 
are  currently  over  50  installations. 

The  Directions  Division  provides  software  products  to  the  banking 
and  finance  industry  for  check  processing  applications. 

• The  VECTOR  product  family  is  designed  for  IBM  mainframes 
and  is  used  by  commercial  banks,  savings  and  loans,  credit 
unions,  and  finance  companies. 

- VECTOR  products  (VECTOR  3-12  and  VECTOR  3000- 
5000)  are  available  for  bulk  file/on-line  fine  sort,  on-line 
adjustment  processing,  on-line  returns/ exceptions 
processing,  on-line  CPCS  reconcilement/balancing,  on-line 
bank  reconcilement,  on-line  collections  processing, 
transaction  analysis,  general  inquiry  and  research,  signature 
verification,  check  clearing  and  availability,  and  cash  letter 
collection. 

- VECTOR  products  range  in  price  from  $35,000  to  $80,000. 
There  are  currently  over  1,000  installations. 

Industry  Markets 

Approximately  52%  of  the  Applications  Software  Group's  fiscal 
1988  revenue  was  derived  from  the  retail  industry,  33%  from 
banking  and  finance,  5%  from  the  federal  government,  2%  from 
the  wholesale  industry,  and  the  remaining  8%  from  other 
industries. 

Geographic 

Markets 

The  Applications  Software  Group's  fiscal  1988  revenue  was 
derived  primarily  from  the  U.S. 

Computer 
Hardware  and 
Software 

ORDERNET's  EDI  network  services  are  supported  by  Sterling's 
data  center  in  Columbus,  which  has  an  Amdahl  5880  complex, 
MVS/JES3 /TSO /ROSCOE/ACF/VTAM. 
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COMPANY  PROFILE 


STERLING  SOFTWARE,  INC., 
APPLICATIONS  SOFTWARE 
GROUP 

1651  Northwest  Professional  Plaza 
Columbus,  OH  43220 
(614)  459-7500 


Warner  C.  Blow,  Group  President 
Operating  Group  of  Sterling  Software,  Inc. 
Total  Revenue,  Fiscal  Year  End 
9/30/88:  $36,697,000 


The  Company  Sterling's  Applications  Software  Group  provides  application 

software  products,  processing/network  services,  and  turnkey 
systems  through  three  divisions. 

• The  ORDERNET  Services  Division,  headquartered  in 
Columbus  (OH),  provides  electronic  data  interchange  (EDI) 
services  and  software  in  the  U.S.  and  Canada. 

• The  Creative  Data  Systems  Division,  headquartered  in 
Beachwood  (OH),  provides  software  products  and  turnkey 
systems  to  retailers,  including  national  and  regional  chain 
stores. 

• The  Directions  Division,  headquartered  in  Dallas,  provides 
check  processing  software  products  for  IBM  and  compatible 
mainframes. 

The  group's  fiscal  1988  revenue  reached  $36.7  million,  a 19% 
increase  over  fiscal  1987  revenue  of  $30.8  million.  A three-year 
financial  summary  follows: 
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STERLING  SOFTWARE,  INC. 
APPLICATIONS  SOFTWARE  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

Revenue 

• Percent  increase 

$36,697 

$30,764 

$33,922 

(decrease)  from 
previous  year 

19% 

(9%) 

N/A 

Operating  profit  (a) 

• Percent  increase 

$5,300 

$2,572 

$1 ,863 

from  previous  year 

106% 

38% 

N/A 

(a)  Before  corporate  items. 


Sterling  management  attributes  fiscal  1988  revenue  growth 
primarily  to  increased  sales  of  GENTRAN™  EDI  software  and 
System  for  Retail  products. 

Major  competitors,  by  product/service,  include  the  following: 

• EDI:  GE  Information  Services,  McDonnell  Douglas 
Information  Systems  Company,  Kleinschmidt,  Metromark,  and 
EDI  Solutions. 

• Retail:  Island  Pacific  and  STS  Systems,  Inc. 

• Check  processing  software:  Computer  Associates,  Back  Room 
Systems,  and  DISC. 


Key  Products  and  Approximately  82%  of  the  Applications  Software  Group's  fiscal 
Services  1988  revenue  was  derived  from  application  software  products  and 

associated  support  services  and  18%  from  EDI  processing  services. 

The  ORDERNET  Services  Division  provides  EDI  network 
services  and  software  products  to  over  1,000  customers  in  the 
pharmaceutical,  grocery,  hardware  and  housewares, 
medical/surgical  distribution,  and  service  merchandising 
industries. 

• Using  Sterling's  data  center  in  Columbus,  ORDERNET 
provides  an  on-line  network  to  manage  and  control  the  flow  of 
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standardized  business  documents  between  trading  partners  that 

regularly  transmit  electronic  documents  to  one  another. 

- ORDERNET  traces  its  EDI  involvement  to  1975  when 
Informatics  General  began  COMM-NET  EDI  services  to  the 
wholesale  pharmaceutical  industry.  Currently,  ORDERNET 
serves  a variety  of  industries  using  both  industry-specific 
formats  and  ANSI  X12  standards. 

- Sterling  developed  Medimetrik,  the  initial  service  offering 
for  International  Health  Information  Applications,  Inc., 
which  provides  information  on  pharmaceuticals,  and  creates 
a data  base  of  drug  usage  through  data  capture  and  retrieval 
procedures  applied  to  EDI  traffic,  as  well  as  from  data 
submitted  by  the  participating  companies. 

- ORDERNET  was  selected  by  the  American  Hardware 
Manufacturers  Association  (AHMA)  to  provide  the 
EAGLEr  automated  purchase  order  entry  system,  which 
now  functions  as  part  of  ORDERNET.  Five  of  the  top  ten 
home  centers  in  the  U.S.  are  ORDERNET  customers. 

- Electronic  transmission  of  hospital  chargebacks  (rebates) 
between  wholesalers  and  pharmaceutical  manufacturers  is 
available,  using  the  three  National  Wholesale  Druggists' 
Association  formats:  Bid  Award  Notification  to  Wholesaler; 
Chargeback  Debit  Memo  to  Manufacturer;  and  Chargeback 
Reconciliation  to  Wholesaler. 

- AUTO-COMM  supports  ordering  and  supply  documents  for 
the  U.S.  auto  industry. 

- The  EDI-UCS  service  is  for  the  grocery  industry. 
ORDERNET  supports  internetwork  traffic  with  McDonnell 
Douglas'  EDI-NET  at  no  additional  user  cost.  Other 
internetwork  agreements  have  been  established  with 
Kleinschmidt,  GE  Information  Services,  and  Control  Data. 

- DOE  (Direct  Order  Entry)  service  is  provided  to  service 
merchandising  companies.  Warehousing  service  is  supported 
using  WINS  standards,  and  the  company  is  expanding  into 
logistics  areas. 

- Translation  between  X12,  UCS,  and  industry-specific 
standards  is  available  through  the  GENTRAN  in-network 
translation  service. 
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- ORDERNET  offers  a media  conversion  service  that  permits 
electronic  documents  to  be  converted  to  hardcopy 
(EDI/LaserMailSM  for  mailing)  or  to  facsimile  transmissions 
(EDI/FaxSM  for  delivery  to  any  trading  partner's  FAX 
machine). 

• In  December  1987,  ORDERNET  announced  the  availability  of 
its  GENTRAN  translation  software  for  customers'  in-house  use. 

- GENTRAN  translates  data  from  internal  fixed-length  record 
formats  to  variable-length  data  formats  for  EDI 
transmission,  and  interprets  EDI  communications  received 
back  into  internal  formats  for  processing. 

- GENTRAN  supports  ANSI  XI 2 and  its  subsets  (CIDX, 
EDX,  VICS),  UCS,  WINS,  and  TDCC  (Motor,  Rail,  Ocean, 
Air)  standards. 

- GENTRAN  is  designed  for  IBM  30XX,  43XX,  and  9370 
mainframes  and  compatibles  using  MVS,  MVS/XA,  or 
DOS/VSE,  and  DEC  VAX  system. 

- GENTRAN  pricing  is  based  on  a two-tier  schedule, 
depending  on  the  hardware  platform  used.  Under  the  Class 
A schedule  (which  applies  to  IBM  30XX,  43XX,  and  9370), 
GENTRAN  is  priced  at  $30,000.  Annual  maintenance 
(which  is  free  for  the  first  year)  is  priced  at  $4,500.  Under 
the  Class  B schedule  (which  applies  to  DEC  VAX), 
GENTRAN  is  priced  at  $18,000.  Annual  maintenance 
(which  is  free  for  the  first  year)  is  priced  at  $2,700.  Pricing 
includes  two  days  of  on-site  installation  and  training. 

- There  are  currently  over  100  GENTRAN  installations. 

• ORDERNET  offers  DOCULINK™,  a series  of  software 
products  for  microcomputers  and  mainframes,  to  facilitate 
bisynchronous  or  asynchronous  communications  between  the 
user  and  ORDERNET's  network. 

- DOCULINK/OS  provides  bisynchronous  communications 
for  IBM  30XX,  43XX,  or  compatible  mainframes  running 
OS. 

- DOCULINK/MNP  effects  Microcom  Networking  Protocol 
communications  on  an  IBM  PC  or  compatible. 

- DOCULINK/BSC  provides  bisynchronous  communications 
on  an  IBM  PC  or  compatible. 
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• In  November  1988,  ORDERNET  announced  a Vendor 

Implementation  Program  (VIP)  to  educate  prospective 

electronic  trading  partners  and  speed  their  EDI 

implementation.  VIP  components  include: 

- Development  of  a phased  master  plan  and  month  schedules; 

- Direct  marketing  contact  with  targeted  EDI  trading  partners; 

- Development  of  individual  implementation  plans  for  each 
targeted  trading  partner; 

- Regularly  scheduled  EDI  seminars; 

- Individual  follow  up  and  technical  support;  and 

- A tracking  system  for  regularly  reporting  on  trading  partner 
implementation  status. 

• ORDERNET  has  the  following  alliances: 

- ORDERNET  has  signed  with  ACI  Computer  Services  for 
the  first  EDI  link  between  North  America  and  Australia. 
ACI,  with  joint-venture  partner  Telecom  Australia,  runs 
TradeLink.  International  traffic  will  be  carried  via  Telenet. 

- During  1988,  ORDERNET  formed  an  agreement  with 
Global  Software,  Inc.  whereby  Global  may  market 
ORDERNET  EDI  software  and  network  services  to  its 
installed  base. 

- ORDERNET  has  a marketing  agreement  with  EDI,  Inc.  to 
sell  EDI's  TELINK  microcomputer  software  package. 

- ORDERNET  offers  ACS  Network  Systems'  translation 
software  for  the  IBM  System/36  and  System/38. 

- During  1987,  ORDERNET  signed  a resale  agreement  with 
Telenet  Communications,  whereby  Telenet  would  private- 
label  ORDERNET's  processing  service  and  distribute  it  to 
Telenet's  Fortune  500  customers  under  the  name  TEDI. 

- During  1988,  ORDERNET  acquired  the  customer  list  of 
Canadian  EDI  service  provider  Crowntek. 

- Since  July  1987,  Management  Horizons  Data  Systems 
(London,  Ontario)  has  been  marketing  ORDERNET 
products  and  services  in  Canada. 
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• ORDERNET  has  also  provided  professional  services  to  a major 
transportation  company  to  integrate  its  EDI  functions  with  bar 
code-based  and  other  applications  and  to  recruit  additional 
EDI  trading  partners. 

The  Creative  Data  Systems  Division  provides  software  products 

and  turnkey  systems  to  retailers. 

• System  for  RetailR  provides  purchase  order  management,  point- 
of-sale  support,  invoicing,  inventory  control,  sales  analysis, 
purchase  order  management,  and  financial  reporting. 

- The  system  runs  on  IBM  mainframes,  DEC  VAX,  and  Wang 
VS  computers  and  ranges  in  price  from  $100,000  to  $1 
million,  including  hardware.  The  software  is  also  available 
separately. 

- System  for  Retail  is  targeted  to  retailers  with  sales  in  excess 
of  $10  million.  There  are  currently  85  installations. 

- During  fiscal  1988,  the  software  became  available  in 
overseas  markets  through  new  joint  marketing  agreements 
with  Fujitsu  and  Wang. 

• ArrayR,  introduced  in  1988,  is  a distributor  and  wholesaler 
inventory  management  system  based  on  IBM  mainframes,  DEC 
VAX,  and  Wang  VS  computers. 

- Applications  include  forecasting,  seasonality  detection,  and 
investment  and  promotional  buying. 

- Array  is  priced  from  $150,000  to  $300,000.  There  are 
currently  five  installations. 

• The  Hardgoods  Information  System™  (THIS),  introduced  in 
1984,  is  a microcomputer-based  merchandising  management 
and  accounting  system  for  hardware  and  hardline  retailers. 

- Applications  include  inventory  control,  point-of-sale 
monitoring,  sales  analysis,  price  control,  and  purchase  order 
management. 

- THIS  is  licensed  from  Retail  Systems  Company,  Inc.  and  is 
targeted  to  firms  with  annual  revenue  of  $250,000  to  $20 
million. 
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- THIS  runs  on  IBM  and  compatible  microcomputers  and  is 
priced  from  $5,000  to  $15,000,  including  hardware.  There 
are  currently  over  50  installations. 

The  Directions  Division  provides  software  products  to  the  banking 
and  finance  industry  for  check  processing  applications. 

• The  VECTOR  product  family  is  designed  for  IBM  mainframes 
and  is  used  by  commercial  banks,  savings  and  loans,  credit 
unions,  and  finance  companies. 

- VECTOR  products  (VECTOR  3-12  and  VECTOR  3000- 
5000)  are  available  for  bulk  file/on-line  fine  sort,  on-line 
adjustment  processing,  on-line  returns/exceptions 
processing,  on-line  CPCS  reconcilement/balancing,  on-line 
bank  reconcilement,  on-line  collections  processing, 
transaction  analysis,  general  inquiry  and  research,  signature 
verification,  check  clearing  and  availability,  and  cash  letter 
collection. 

- VECTOR  products  range  in  price  from  $35,000  to  $80,000. 
There  are  currently  over  1,000  installations. 

Industry  Markets 

Approximately  52%  of  the  Applications  Software  Group's  fiscal 
1988  revenue  was  derived  from  the  retail  industry,  33%  from 
banking  and  finance,  5%  from  the  federal  government,  2%  from 
the  wholesale  industry,  and  the  remaining  8%  from  other 
industries. 

Geographic 

Markets 

The  Applications  Software  Group's  fiscal  1988  revenue  was 
derived  primarily  from  the  U.S. 

Computer 
Hardware  and 
Software 

ORDERNET's  EDI  network  services  are  supported  by  Sterling's 
data  center  in  Columbus,  which  has  an  Amdahl  5880  complex, 
MVS  / JES3 /TSO/ROSCOE/ ACF/ VTAM. 
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STERLING  SOFTWARE,  INC. 
EDI  GROUP 

4600  Lakehurst  Court 
P.O.  Box  7160 
Dublin,  OH  43017-0760 
(614)  793-7000 


Warner  Blow,  Group  President 
Operating  Group  of  Sterling  Software 
Total  Employees:  450 
Total  Revenue,  Fiscal  Year  End 
9/30/91:  $43,641,000 


The  Company  Sterling  Software’s  EDI  Group  specializes  in  EDI  services  and 

proprietary  software  products.  Sterling  has  been  offering  third- 
party  EDI  network  services  through  its  ORDERNET  Services 
Division  since  1975  and  has  approximately  5,000  U.S.  and  Canadian 
network  service  clients  representing  a variety  of  industries. 

• The  EDI  Group's  strategy  focuses  on  maintaining  a close 
relationship  with  customers.  The  company  hosts  the  largest  user 
group  meeting  offered  by  any  EDI  service  provider,  with  a wide 
variety  of  workshops  and  industry  participants. 

The  EDI  Group  was  created  in  October  1990,  and  includes  the 
following  divisions: 

• Sterling's  existing  ORDERNET  Services  Division,  headquartered 
in  Dublin  (OH),  provides  EDI  network  services,  communications 
and  translation  software  products,  EDI-related  data  base 
services,  and  EDI  education  services. 

• The  ORDERNET  International  Division,  headquartered  in 
London,  supports  Sterling's  EDI  business  overseas. 

• The  EDI  Labs  Division,  headquartered  in  Dublin  (OH),  provides 
technical  support  for  the  ORDERNET  Services  and 
ORDERNET  International  Divisions.  The  division  is  also 
responsible  for  the  development  and  second-level  support  of  all 
software  products  and  systems  for  Sterling's  EDI  network 
services  and  for  EDI  software  users.  The  EDI  Labs  Division 
focuses  on  the  development  of  the  next  generation  of  EDI 
software  and  systems. 

• The  Directions  Division  (formerly  part  of  Sterling's  Applications 
Software  Group),  headquartered  in  Dallas  with  50  employees, 
provides  check  processing  and  electronic  payments  software 
products  for  banks  with  IBM  and  compatible  mainframes.  These 
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operations  were  brought  into  the  EDI  Group  as  part  of  Sterling's 
strategy  to  provide  EDI/EFT  payment  software  and  services  to 
banks  and  corporations. 

Acquisitions  made  by  the  group  during  1991  include  the  following: 

• In  December  1991,  Sterling  finalized  the  acquisition  of  National 
Systems  Corporation  (NSC)  of  New  York  (NY).  NSC  is  a 
software  and  services  firm  that  specializes  in  systems  for  money 
transfer,  cash  management,  and  banking  EDI.  The  acquisition  of 
NSC  provides  Sterling  with  an  entry  into  the  electronic  payments 
market,  which  is  complementary  to  its  existing  EDI  and  paper 
payments  processing  markets.  NSC's  operations  have  been 
merged  into  the  Directions  Division. 

• In  June  1991,  Sterling  acquired  Control  Data's  Redinet  Services 
Division  for  $6.1  million.  Redinet,  with  1990  revenue  of  $2 
million,  provided  EDI  network  services  and  software.  The 
acquisition  added  more  than  1,100  network  services  customers. 
Redinet's  operations  have  been  merged  into  the  EDI  Group. 

The  EDI  Group's  fiscal  1991  revenue  reached  $43.6  million,  a 37% 
increase  over  fiscal  1990  revenue  of  $31.8  million.  Operating  profit 
(before  corporate  expenditures)  reached  $11.9  million,  compared  to 
$7.5  million  for  fiscal  1990.  In  the  three-year  summary  that  follows, 
financials  have  been  restated  to  include  the  operations  of  the 
Directions  Division,  which  was  formerly  part  of  Sterling's 
Applications  Software  Group,  and  to  reflect  a change  in  the  method 
of  accounting  for  software  revenue: 


STERLING  SOFTWARE  EDI  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

Revenue 

• Percent  increase 

$43,641 

$31,755 

$20,401 

from  previous  year 

37% 

56% 

N/A 

Operating  profit 
• Percent  increase 

$11,916 

$7,477 

$6,292 

from  previous  year 

59% 

19% 

N/A 

Revenue  growth  during  fiscal  1991  was  attributed  to  a $3.3  million 
increase  in  EDI  product  sales,  a $3.0  million  increase  in  product 
support  revenues,  and  a $5.6  million  (42%)  increase  in  network 
service  revenues. 
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Key  Products  and 
Services 


In  addition  to  increased  product  sales  of  EDI  translation 
software,  the  group  continued  its  expansion  into  foreign  markets, 
moving  into  Europe  in  1991. 


INPUT  estimates  that  approximately  56%  ($24.6  million)  of  the 
EDI  Group's  fiscal  1991  revenue  was  derived  from  software 
products  and  associated  support  services  and  44%  ($19.0  million) 
from  network  services. 

Sterling  provides  EDI  network  services  and  software  products  to 
customers  in  the  pharmaceutical,  grocery,  hardware  and 
housewares,  retail,  medical/surgical  distribution,  mass 
merchandising,  warehousing,  transportation,  automotive  and  heavy 
equipment,  petrochemical,  paper,  and  packaging  industries. 

As  a result  of  acquisitions  and  internal  sales,  the  EDI  network 
services  customer  base  increased  163%  during  fiscal  1991,  from 
1,900  to  5,000  customers.  The  EDI  software  customer  base  went 
from  900  to  3,500  customers. 

Network  Services: 

Using  Sterling's  data  center  in  Dublin  (OH),  ORDERNET  provides 
an  on-line  network  to  manage  and  control  the  flow  of  standardized 
business  documents  between  trading  partners  that  regularly 
transmit  electronic  documents  to  one  another. 

• ORDERNET  traces  its  EDI  involvement  to  1975  when 
Informatics  General  began  ORDERNET  EDI  services  to  the 
wholesale  pharmaceutical  industry.  Currently,  ORDERNET 
serves  a variety  of  industries  using  industry-specific  formats  and 
ANSI  X12  standards,  TDCC,  EDIFACT,  and  industry  dialects. 

• GTE  Health  Systems  makes  ORDERNET's  network  services 
available  to  hospitals  using  GTE  Health  Systems'  MedSeries  4 
software.  GTE  is  providing  the  communications  interface 
through  a network  product  called  GATEWAY*EXPRESS. 

• Electronic  transmission  of  hospital  chargebacks  (rebates) 
between  wholesalers  and  pharmaceutical  manufacturers  is 
available,  using  the  three  National  Wholesale  Druggists' 
Association  formats:  Bid  Award  Notification  to  Wholesaler; 
Chargeback  Debit  Memo  to  Manufacturer;  and  Chargeback 
Reconciliation  to  Wholesaler. 

• ORDERNET  entered  the  hardlines  market  in  1982  with  the 
EAGLE  industry  standard  selected  by  the  American  Hardware 
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Manufacturer's  Association.  This  proprietary  system  continues 
to  dominate  the  hardlines  sector. 

• In  1984,  the  grocery  market  was  targeted  and  the  majority  of 
members  of  the  food  distribution  chain  today  use  ORDERNET 
Services. 

• The  company  entered  the  retail  area  in  1987.  Working  with  Just- 
in-Time and  Quick  Response  programs  already  in  place, 
hundreds  of  mass  merchandisers  and  chain  retailers  throughout 
the  U.S.  are  Sterling  clients. 

• The  transportation  segment  was  entered  in  1990  with  the 
acceptance  of  the  LINX  program  by  the  ports  of  Tacoma  and 
Seattle. 

• ORDERNET  supports  internetwork  traffic  with  BT  North 
America's  EDPNET  at  no  additional  user  cost.  Other 
internetwork  agreements  have  been  established  with 
Kleinschmidt,  GE  Information  Services,  ARI  (formerly 
Agridata),  AT&T,  Bell  Atlantic,  CompuServe,  Harbinger,  IBM 
Information  Network,  Infonet,  Sears,  Sprint/United  Telecom, 
Trade  Route/Telecom  Canada,  Transnet,  Transettlements,  User 
Base  Systems,  and  Western  Union/Easy  Link. 

• Translation  between  X12,  UCS,  and  industry-specific  standards  is 
available  through  an  in-network  translation  service  that  uses  the 
same  technology  as  Sterling's  translation  software  products. 

• ORDERNET  offers  a media  conversion  service  that  permits 
electronic  documents  to  be  converted  to  hardcopy 
(EDI/LaserMailSM  for  mailing)  or  to  facsimile  transmissions 
(EDI/FaxSM  for  delivery  to  any  trading  partner's  fax  machine). 
These  operations  allow  100%  delivery  regardless  of  trading 
partner  EDI  capability. 

ORDERNET  Services  offers  DOCULINK,  a series  of 
communications  software  packages  that  are  built  to  emulate  the 
communications  protocols  used  most  commonly  in  micro,  mini,  and 
mainframe  computers  and  will,  with  the  appropriate  internal  or 
external  modem,  transmit  and  receive  data  with  the  ORDERNET 
network. 

• DOCULINK/OS  provides  for  bisynchronous  communications, 
and  works  with  IBM  30XX,  43XX,  or  compatibles  running  the 
OS  operating  system. 
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• DOCULINK/MNP  is  a software  product  to  effect  Microcom 
Networking  Protocol  (MNP)  communications  on  an  IBM  PC  or 
compatible. 

• DOCULINK/BSC  provides  bisynchronous  communications  on 
an  IBM  PC  or  compatible. 

• DOCULINK/SNA  provides  synchronous  communications  for 
IBM-compatible  mainframes. 

• In  addition  to  these  packages,  ORDERNET  supports  speeds 
from  2400  bps  to  56K  bps  through  either  leased  or  dial-up 
connections. 

MarketQuest™,  introduced  in  1989,  is  a data  base  service  that 
builds  on  EDI  documents,  such  as  purchase  orders  and  invoices, 
that  trading  partners  send  during  the  normal  course  of  their 
business.  Data  base  information  is  released  only  with  prior  written 
approval  of  the  data  supplier. 

• MarketQuest  enables  manufacturers  to  tap  into  a system  of 
shared  information  about  market  trends,  penetration,  product 
acceptance  and  markets. 

• MarketQuest  is  currently  offered  in  the  animal  and  human 
health  markets  and  the  electrical  industry. 

Software  Products: 

Sterling's  EDI  translation  software  translates  data  from  internal 
formats  into  standard  formats  for  EDI  transmission,  and  interprets 
incoming  EDI  communications  back  to  internal  formats  for 
processing. 

Sterling's  major  EDI  software  products,  GENTRAN  and 
TRANSLATOR,  provide  translation  software  for  mainframe, 
midrange,  and  personal  computer  platforms.  The  software 
currently  supports  the  following  environments: 

• IBM  30XX,  42xx,9370  under  MVS  and  DOS/VSE 

• DEC  VAX  under  VMS 

• IBM  S/36,  S/38,  and  AS/400 

• IBM  PC  and  PS/2  families  and  compatibles 

• UNIX  (available  end  of  1992) 
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• In  March  1992,  Sterling  announced  Hitachi  VOS1  and  VOS3 
versions  of  TRANSLATOR  and  a Fujitsu  MSP  version  of 
GENTRAN  to  support  business  operations  in  the  Pacific  Rim, 
Europe,  and  in  the  U.S. 

Features  of  Sterling's  translation  software  include: 

• The  software  products  translate  data  from  internal  fixed-length 
record  formats  to  variable-length  data  formats  for  EDI 
transmission,  and  interpret  received  EDI  communications  back 
into  internal  formats  for  processing. 

• Support  for  ANSI  X12  and  its  subsets  (CIDX,  EDX,  VICS), 

UCS,  WINS,  and  TDCC  (Motor,  Rail,  Ocean,  Air)  standards,  as 
well  as  EDIFACT,  TRADACOMS  (U.K.),  and  ODETTE 

■ Thorough  compliance  checking.  This  checking  includes 
validation  of  control  numbers,  transaction  IDs,  segment  IDs, 
segment  sequencing,  presence  of  mandatory  segments  and 
elements,  minimum  and  maximum  element  length,  element  type, 
code  values,  frequency  of  segments  and  loops,  and  interelement 
dependencies.  User  exits  are  available  if  needed  for  additional 
processing. 

• Management  functions  provide  extensive  auditing  and  reporting 
controls.  The  user  has  full  control  of  EDI  activity,  document 
flow,  and  functional  acknowledgements.  Auditing  can  be  done  at 
interchange,  group,  or  transaction  level;  inbound,  outbound,  or 
both. 

• GENTRAN  can  also  be  used  in  a corporate  gateway 
environment  where  the  product  resides  on  a central  computer 
and  multiple  divisions  use  its  processing  capability. 

• On-line  software  maintenance  (PC  or  CICS  for  IBM 
mainframes)  features  include: 

- Trading  Partner  Profiles.  Dozens  of  options  to  customize 
trading  partners  include  choices  of  envelopes, 
acknowledgements,  versions,  transaction,  and  control 
numbers. 

- Advanced  Data  Mapping.  Mapping  is  the  process  by  which  the 
application  files  are  defined  to  the  translator.  The  greatest 
advances  in  translation  software  in  the  last  two  years  have 
occurred  in  this  area.  The  need  for  external  programming  by 
the  user  is  entirely  obviated.  As  a productivity  tool,  on-line 
mapping  has  reduced  software  implementation  time  by  an 
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order  of  magnitude.  The  system  includes  code  and  data 
element  translation  tables  (set  up  and  maintain),  conditional 
mapping,  subfield  mapping  and  user  exits. 

- Standards  Maintenance.  The  user  can  now  build  and  maintain 
individual  standards  using  the  existing  standards  as  models. 

All  are  facilitated  by  on-line  screens.  This  is  useful  for 
creating  "private"  versions  of  standards  for  individual  trading 
partners. 

- Security.  Each  partner  profile,  map,  standard,  etc.  can  be 
secured  by  system  users  to  have  read-only  access,  full  access, 
or  no  access.  Production  "locks"  prohibit  accidental  disruption 
of  production  profiles,  maps,  etc.  Each  user  has  an  ID  and 
password  and  changes  are  recorded  by  user  with  date/time 
stamps. 

- Audit.  In  addition  to  batch  audit  reporting  capabilities, 
screens  allow  activity  audit  by  partner  by  date/time  range. 

• Initial  license  fees  for  the  EDI  translators  are  as  follows: 


IBM  Mainframe: 

From 

$37,000 

DEC  VAX: 

From 

$7,500 

IBM  S/3X: 

From 

$6,000 

IBM  AS/400: 

From 

$7,500 

IBM  PC/PS2: 

From 

$1,295 

During  1991,  Sterling  released  two  mainframe  translation  products 
as  follows: 

• Event  Driven  EDI  allows  users  to  dynamically  invoke  translation 
software  based  on  completion  of  a predefined  event. 

• Real  Time  EDI  allows  users  to  directly  connect  to  their  trading 
partners  and  receive  confirmations  in  an  on-line  CICS 
environment. 

• In  February  1992,  Sterling  and  American  Software  announced  a 
joint  agreement  to  provide  business  applications  incorporating 
real-time  EDI. 

GENTRAN  Plus  for  IBM  mainframes  builds  on  the  strengths  of 
GENTRAN  and  SUPERTRACS  (Sterling's  communications 
engine)  to  integrate  translation,  communications,  mailboxing,  and 
mapping  into  a fully  automated  EDI  operation.  It  can  be  used  to 
support  a corporate  EDI  gateway  environment,  managing  many 
different  internal  clients  as  well  as  external  EDI  networks  and/or 
direct  connections. 
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- GENTRAN  Plus  supports  its  own  telecommunication  lines 
(2780/3780  and  SNA),  performs  autodial  on  a scheduled  basis, 
and  provides  operator  screens  for  controlling  communications, 
restoring  transmitted  interchanges,  viewing  EDI  data,  etc. 

• Initial  license  fees  for  GENTRAN  Plus  range  from  $92,000  to 
$139,000.  The  product  is  available  for  both  MVS  and  DOS/VSE 
environments. 

During  1991,  Sterling  introduced  GENTRAN/400  Release  5.0, 
which  combined  GENTRAN  with  its  SUPERTRACS 
communications  product  for  the  IBM  AS/400. 

• In  December  1991,  Sterling  and  J.D.  Edwards  & Company  (JDE) 
formed  a strategic  alliance  resulting  in  the  integration  of 
GENTRAN/400  with  JDE's  family  of  application  products  for 
the  IBM  AS/400. 

• In  December  1991,  Whittman-Hart,  a leading  provider  of 
specialty  services  for  IBM  midrange  computers,  agreed  to 
provide  demonstration  facilities  and  integration  support  to  users 
and  potential  users  of  GENTRAN/400  EDI  translation  software. 

During  1992,  the  following  packages  will  be  blended  into  one 
product-GENTRAN  PC: 

• Quick*Tran  is  a micro  EDI  product  combining  translation 
software  bundled  with  asychronous  or  bisychronous  DOCULINK 
communications  software  and  offers  a limited  number  of  EDI 
data  formats.  The  product  is  targeted  to  small  suppliers  of  a hub 
EDI  user.  Quick*Tran  is  priced  at  $1,295. 

• Micro*Tran  adds  a front-end  capability  that  interfaces  the  user's 
system  to  internal  applications  and  eliminates  rekeying. 

• Pro*Tran  is  a micro  EDI  product  that  provides  all  the 
functionality  of  Micro*Tran  plus  a developer's  toolkit  that  allows 
users  to  to  create  their  own  custom  screen  and  print  formats  to 
suit  an  unlimited  range  of  specific  trading  requirements. 

Pro*Tran  can  be  used  as  a standalone  product  or  on  the  user's 
PC,  or  interfaced  with  applications  on  their  host  computer. 

Support  Services: 

ORDERNET  has  always  provided  customer  training  on  network 
installation  and  various  EDI  software  products.  Although  these 
services  are  still  available,  Sterling  also  created  the  EDI  Center  in 
1985  to  provide  more  generic  EDI  through  various  delivery  modes. 
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Options  include: 

• Training  at  EDI  Center  classrooms  or  at  customer  sites 

• STEP  (Self-Tailored  Education  Program),  which  custom  designs 
training  modules 

• The  EDI  Center  video  library 

Topics  include  Team  EDI,  The  Business  Side  of  EDI,  The 
Technical  Side  of  EDI,  Trading  Partner  Expansion  Strategies, 
Building  Audits  and  Controls,  The  EDI  Payback,  Mapping  and 
Standards,  and  Twelve  Steps  to  Successful  EDI  Implementation. 

The  EDI  Center  has  trained  over  12,000  people  from  9,000 
organizations. 

ORDERNET  Customer  Services  representatives  assist  clients  in 
EDI  implementation  and  ongoing  support.  ORDERNET 
management  maintains  that  the  ORDERNET  Division  occupies  the 
premier  position  in  the  industry  regarding  customer  support. 

The  Very  Important  Partners  (VIP)  program  assists  major 
purchasers  to  bring  their  trading  partners  into  the  EDI 
environment. 

Directions  Division: 

The  Directions  Division,  which  contributed  about  $9.5  million  to 
fiscal  1991  revenue,  provides  software  products  to  the  banking  and 
finance  industry  for  check-processing  applications. 

• The  VECTOR  product  family  is  designed  for  IBM  mainframes 
and  is  used  by  commercial  banks,  savings  and  loans,  credit 
unions,  and  finance  companies. 

- VECTOR  products  (VECTOR  3-12  and  VECTOR  3000- 
5000)  are  available  for  bulk  file/on-line  fine  sort,  on-line 
adjustment  processing,  on-line  returns/exceptions  processing, 
on-line  CPCS  reconciliation/balancing,  on-line  bank 
reconciliation,  on-line  collections  processing,  transaction 
analysis,  general  inquiry  and  research,  signature  verification, 
check  clearing  and  availability,  and  cash  letter  collection. 

- New  products  scheduled  for  1992  include  VECTOR 
CONNEXION,  an  EDI  banking  system  supporting  EDI 
payment  origination,  remittance,  delivery,  lockbox  merge,  and 
EDI  translation;  and  the  VECTOR  Electronic  Presentment 


May  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  9 of  11 


STERLING  SOFTWARE  EDI  GROUP 


INPUT 


Industry  Markets 


Geographic 

Markets 


System,  which  is  designed  to  control  operations  associated 
with  electronic  check  presentment. 

- VECTOR  products  range  in  price  from  $12,000  to  $112,000. 
Over  450  North  American  banks  and  other  financial 
institutions  have  installed  over  1,000  VECTOR  products. 


Primary  industries  addressed  by  Sterling's  EDI  network  services 
business  include  health  care,  grocery,  hardlines,  retail,  and 
transportation.  In  1991,  Sterling  expanded  these  markets  to  include 
the  automotive,  chemical  and  petroleum,  paper  and  packaging,  and 
insurance  industries  through  internal  growth  and  the  acquisition  of 
Redinet. 

Sterling  has  received  endorsements  from  several  major  trade 
associations  and  has  exclusive  endorsements  from  the  National 
Grocers  Association  for  EDI  services  and  software  products. 

ORDERNET  has  over  60  strategic  partners.  Recent  alliances 
include  the  following: 

• In  January  1992,  Sterling  and  Information  Access  Inc.  (IAI) 
entered  into  an  agreement  allowing  IAI  to  market  and  support 
ORDERNET's  EDI  network  services  as  an  integral  component 
of  IAI's  computer  systems  and  services  to  food  brokers. 

• In  January  1992,  Health  Services  Corporation  of  America 
(HSCA)  agreed  to  recommend  ORDERNET  services  to  its 
members  as  an  EDI  software  and  services  provider. 

• In  May  1991,  Georgia  Freight  Bureau,  Inc.,  a large  shipper  and 
transportation  management  association  in  the  Southeast, 
announced  it  would  recommend  Sterling's  EDI  software  and 
services  to  its  members. 


INPUT  estimates  that  over  95%  of  the  EDI  Group's  fiscal  1991 
revenue  was  derived  from  the  U.S.  and  the  remainder  from 
international  sources. 

The  Group  markets  its  products  and  services  directly  in  the  U.S., 
Canada,  and  Europe.  In  addition  to  the  headquarters  in  Dublin 
(OH),  North  American  offices  are  located  in  Cleveland,  Columbus, 
New  York,  and  Toronto. 

The  Group's  international  headquarters  is  in  London.  There  is  also 
an  office  in  Tokyo. 
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ORDERNET  Services  has  developed  a significant  international 
presence,  forming  agreements  with  TradeLink  in  Australia 
(establishing  the  first  EDI  link  between  Australia  and  North 
America)  and  Global  VAN  Japan  (establishing  Global  VAN  as  a 
reseller  for  EDI  software  and  services  in  Japan  to  firms  engaged 
in  trade  with  North  America). 
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STERLING  SOFTWARE,  INC. 
EDI  GROUP 

4600  Lakehurst  Court 
P.O.  Box  7160 
Dublin,  OH  43017-0760 
(614)  793-7000 


Warner  Blow,  Group  President 
William  Plumb,  Group  EVP 
Operating  Group  of  Sterling  Software 
Total  Employees:  290 
Total  Revenue,  Fiscal  Year  End 
9/30/90:  $23,420,000 


The  Company  Sterling  Software's  EDI  Group  specializes  in  EDI  services  and 

proprietary  software  products.  Sterling  has  been  offering  third- 
party  EDI  network  services  through  its  ORDERNET  Services 
Division  since  1978  and  has  over  2,000  U.S.  and  Canadian  network 
service  clients  representing  a variety  of  industries. 

• The  EDI  Group's  strategy  focuses  on  maintaining  a close 
relationship  with  customers.  The  company  claims  to  host  the 
largest  user  group  meeting  offered  by  any  EDI  service  provider, 
with  a wide  variety  of  workshops  and  industry  participants. 

The  EDI  Group  was  created  in  October  1990,  and  includes  the 
* following  divisions: 

• Sterling's  existing  ORDERNET  Services  Division, 
headquartered  in  Dublin  (OH),  provides  EDI  network  services, 
communications  and  translation  software  products,  EDI-related 
data  base  services,  and  education  services. 

• The  EDI  International  Division,  headquartered  in  London,  is  a 
newly  formed  division  created  to  expand  Sterling's  EDI  business 
overseas. 

• The  EDI  Labs  Division,  headquartered  in  Dublin  (OH),  is  a 
newly  formed  division  that  provides  technical  support  for  the 
ORDERNET  Services  and  EDI  International  Divisions.  The 
division  is  also  responsible  for  the  development  and  support  of 
all  software  products  and  systems  for  Sterling's  EDI  network 
services  and  for  EDI  software  users.  The  EDI  Labs  Division 
will  focus  on  the  development  of  next  generation  of  EDI 
software  and  systems. 

In  April  1991,  Sterling  announced  that  it  had  signed  a letter 
ofintent  to  purchased  the  assets  of  Control  Data  Corporation's 
REDINET  Services  Division,  a supplier  of  network  services  and 
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software  for  EDI.  The  acquisition  is  expected  to  close  prior  to 
June  30,  1991.  The  REDINET  operations  will  be  included  in  the 
ORDERNET  Services  Division. 

In  March  1990,  Sterling  acquired  Metro-Mark  Integrated  Systems, 
Inc.  of  Rosyln  Heights  (NY)  and  the  common  stock  of  its  affiliate, 
Lakestone  Systems,  Inc.  of  Ontario  (Canada)  for  approximately 
$6.2  million. 

• Metro-Mark  was  one  of  the  original  suppliers  of 
TRANSLATOR  EDI  translation  software  for  micro  and 
midrange  platforms.  Its  affiliate,  Lakestone  Systems,  supplied 
TRANSLATOR  software  for  mainframes,  as  well  as  consulting 
and  education  services  to  Canadian  clients. 

• The  operations  of  Metro-Mark  have  been  merged  into  the 
ORDERNET  Services  Division. 


The  EDI  Group's  fiscal  1990  revenue  reached  $23.4  million,  a 79% 
increase  over  fiscal  1989  revenue  of  $13.1  million.  Operating 
profit  (before  corporate  expenditures)  reached  $5.0  million, 
compared  to  $3.2  million  for  fiscal  1989.  A three-year  financial 
summary  follows: 


STERLING  SOFTWARE  EDI  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/90 

9/89 

9/88 

Revenue 

$23,420 

$13,063 

$8,560 

• Percent  increase 

from  previous  year 

79% 

52% 

N/A 

Operating  profit 

$5,034 

$3,214 

$1,280 

• Percent  increase 

from  previous  year 

57% 

151% 

N/A 

Revenue  growth  during  fiscal  1990  was  attributed  to  a 49% 
increase  in  EDI  network  services  revenue  as  well  as  increased 
sales  of  the  Group’s  software  products,  including  those  obtained  in 
the  Metro-Mark  acquisition.  Maintenance  revenue  also  increase 
100%  over  fiscal  1989. 

Fiscal  1989  revenue  growth  was  attributed  to  a 53%  increase  in 
EDI  network  services  revenue  and  increased  sales  of  software 
products. 
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INPUT  estimates  approximately  55%  of  the  EDI  Group's  fiscal 
1990  revenue  was  derived  from  software  products  and  45%  from 
network  services. 

The  ORDERNET  Services  Division  provides  EDI  network 
services  and  software  products  to  over  2,700  customers  in  the 
pharmaceutical,  grocery,  hardware  and  housewares,  retail, 
medical/surgical  distribution,  mass  merchandising,  warehousing, 
transportation,  and  automotive  industries. 

Network  Services: 

Using  Sterling's  data  center  in  Dublin  (OH),  ORDERNET 
provides  an  on-line  network  to  manage  and  control  the  flow  of 
standardized  business  documents  between  trading  partners  that 
regularly  transmit  electronic  documents  to  one  another.  Over 
2,000  customers  used  ORDERNET  Services'  EDI  network 
services 

• ORDERNET  traces  its  EDI  involvement  to  1975  when 
Informatics  General  began  COMM-NET  EDI  services  to  the 
wholesale  pharmaceutical  industry.  Currently,  ORDERNET 
serves  a variety  of  industries  using  both  industry-specific 
formats  and  ANSI  X12  standards. 

• In  September  1990,  ORDERNET  Services  announced  that 
GTE  Health  Systems  will  make  ORDERNET's  network 
services  available  to  hospitals  using  GTE  Health  Systems' 
MedSeries  4 software.  GTE  is  providing  the  communications 
interface  through  a new  network  product  called 
GATEWAY ‘EXPRESS. 

• Sterling  developed  Medimetrik,  the  initial  service  offering  for 
International  Health  Information  Applications,  Inc.,  which 
provides  information  on  pharmaceuticals,  and  creates  a data 
base  of  drug  usage  through  data  capture  and  retrieval 
procedures  applied  to  EDI  traffic,  as  well  as  from  data 
submitted  by  the  participating  companies. 

• Electronic  transmission  of  hospital  chargebacks  (rebates) 
between  wholesalers  and  pharmaceutical  manufacturers  is 
available,  using  the  three  National  Wholesale  Druggists' 
Association  formats:  Bid  Award  Notification  to  Wholesaler; 
Chargeback  Debit  Memo  to  Manufacturer;  and  Chargeback 
Reconciliation  to  Wholesaler. 

• The  EDI-UCS  service  is  for  the  grocery  industry.  ORDERNET 
supports  internetwork  traffic  with  BT  Tymnet's  EDI*NET  at  no 
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additional  user  cost.  Other  internetwork  agreements  have  been 
established  with  Kleinschmidt,  GE  Information  Services, 
Control  Data,  Agridata,  AT&T,  CompuServe,  Harbinger,  IBM 
Information  Network,  Infonet,  Sears,  Sprint/United  Telecom, 
Trade  Route/Telecom  Canada,  Transnet,  Transettlements, 
User  Base  Systems,  and  Western  Union/Easy  Link. 

• Translation  between  X12,  UCS,  and  industry-specific  standards 
is  available  through  an  in-network  translation  service  that  uses 
the  same  technology  as  Sterling's  translation  software  products. 

• ORDERNET  offers  a media  conversion  service  that  permits 
electronic  documents  to  be  converted  to  hardcopy 
(EDI/LaserMailSM  for  mailing)  or  to  facsimile  transmissions 
(EDI/FaxSM  for  delivery  to  any  trading  partner's  fax  machine). 

ORDERNET  Services  offers  DOCULINK,  a series  of 
communications  software  packages  that  are  built  to  emulate  the 
communications  protocols  used  most  commonly  in  micro,  mini, 
and  mainframe  computers  and  will,  with  the  appropriate  internal 
or  external  modem,  transmit  and  receive  data  with  the 
ORDERNET  network. 

• DOCULINK/OS  provides  for  bisynchronous  communications, 
and  works  with  IBM  30XX,  43XX,  or  compatibles  running  the 
OS  operating  system. 

• DOCULINK/MNP  is  a software  product  to  effect  Microcom 
Networking  Protocol  (MNP)  communications  on  an  IBM  PC  or 
compatible. 

• DOCULINK/BSC  provides  bisynchronous  communications  on 
IBM  PC  or  compatible. 

• DOCULINK/SNA  provides  synchronous  communications. 

MarketQuest™,  introduced  in  1989,  is  a data  base  service  that 
builds  on  EDI  documents,  such  as  purchase  orders  and  invoices, 
that  trading  partners  send  during  the  normal  course  of  their 
business. 

Software  Products: 

With  the  acquisition  of  Metro-Mark,  ORDERNET  Services  has 
expanded  its  EDI  translation  software  to  support  the  following 
platforms: 
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- IBM  30XX,  42xx,9370  under  MVS  and  DOS/VSE 

- DEC  VAX  under  VMS 

- IBM  S/36,  S/38,  and  AS/400 

- IBM  PC  and  PS/2  families  and  compatibles 

- Data  General 

The  company  has  announced  it  will  perpetuate  both  the  popular 
GENTRAN  and  TRANSLATOR  product  lines  and  cross-build 
upon  the  respective  strengths  of  each.  It  is  anticipated  the  two  will 
ultimately  converge  into  a "super  product".  Followers  of  the 
mainframe  marketplace  know  that  GENTRAN  and 
TRANSLATOR  had  been  pacing  each  other  in  new  functionality. 

Features  of  Sterling's  translation  software  include: 

• ORDERNET  Services'  EDI  software  products  translate  data 
from  internal  fixed-length  record  formats  to  variable-length 
data  formats  for  EDI  transmission,  and  interpret  received  EDI 
communications  back  into  internal  formats  for  processing. 

• Support  for  ANSI  X12  and  its  subsets  (CIDX,  EDX,  VICS), 
UCS,  WINS,  and  TDCC  (Motor,  Rail,  Ocean,  Air)  standards, 
as  well  as  EDIFACT. 

• Thorough  compliance  checking.  This  checking  includes 
validation  of  control  numbers,  transaction  IDs,  segment  IDs, 
segment  sequencing,  presence  of  mandatory  segments  and 
elements,  minimum  and  maximum  element  length,  element 
type,  code  values,  frequency  of  segments  and  loops,  and 
interelement  dependencies.  User  exits  are  available  if  needed 
for  additional  processing. 

• On-line  software  maintenance  (PC  or  CICS  for  IBM 
mainframes)  features  include: 

- Trading  Partner  Profiles.  Dozens  of  options  to  customize 
trading  partners  include  choices  of  envelopes, 
acknowledgements,  versions,  transaction,  and  control 
numbers. 

- Advanced  Data  Mapping.  Mapping  is  the  process  by  which 
the  application  files  are  defined  to  the  translator.  The 
greatest  advances  in  translation  software  in  the  last  two  years 
have  occurred  in  this  area.  The  need  for  external 
programming  by  the  user  is  entirely  obviated.  As  a 
productivity  tool,  on-line  mapping  has  reduced  software 
implementation  time  by  an  order  of  magnitude.  The  system 
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includes  code  and  data  element  translation  tables  (set  up  and 
maintain),  conditional  mapping,  subfield  mapping  and  user 
exits. 

- Standards  Maintenance.  The  user  can  now  build  and 
maintain  individual  standards  using  the  existing  standards  as 
models.  All  are  facilitated  by  on-line  screens.  This  is  useful 
for  creating  "private"  versions  of  standards  for  individual 
trading  partners. 

- Security.  Each  partner  profile,  map,  standard,  etc.  can  be 
secured  by  system  users  to  have  read-only  access,  full  access, 
or  no  access.  Production  "locks"  prohibit  accidental 
disruption  of  production  profiles,  maps,  etc.  Each  user  has 
an  ID  and  password  and  changes  are  recorded  by  user  with 
date/time  stamps. 

- Audit.  In  addition  to  batch  audit  reporting  capabilities, 
screens  allow  activity  audit  by  partner  by  date/time  range. 

• Initial  license  fees  for  the  EDI  translators  are  as  follows: 


IBM  Mainframe: 

From 

$36,850 

DEC  VAX: 

From 

$20,100 

IBM  S/3X: 

From 

$6,000 

IBM  AS/400: 

From 

$9,800 

IBM  PC/PS2: 

From 

$995 

Data  General: 

From 

$18,000 

• In  late  1990,  ORDERNET  Services  introduced  the  Event- 
Driven  EDI  (EDE)  Module,  which  combines  with 
GENTRAN/MVS  or  TRANSLATOR/MVS  to  allow  CICS 
applications  to  automatically  send  and  receive  EDI 
transactions,  allowing  concurrent  continuous  operation  and 
queuing  of  messages  between  applications,  the  translator,  and 
communications  systems. 

GENTRAN  Plus  for  IBM  mainframes  builds  on  the  strengths  of 
GENTRAN  Plus  and  SUPERTRACS  (Sterling's  communications 
engine)  to  integrate  translation,  communications,  mailboxing,  and 
mapping  into  a fully  automated  EDI  operation.  It  can  be  used  to 
support  a corporate  EDI  gateway  environment,  managing  many 
different  internal  clients  as  well  as  external  EDI  networks  and/or 
direct  connections. 

• GENTRAN  Plus  supports  its  own  telecommunication  lines 
(2780/3780  and  SNA),  performs  autodial  on  a scheduled  basis, 
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and  provides  operator  screens  for  controlling  communications, 
restoring  transmitted  interchanges,  viewing  EDI  data,  etc. 

• Sterling  Software  claims  that,  although  it  is  relatively  new, 
GENTRAN  Plus  is  the  only  product  on  the  market  that 
addresses  the  needs  of  large-scale  IBM  mainframe  EDI 
operations. 

• Initial  license  fees  for  GENTRAN  Plus  range  from  $78,000  to 
$116,850.  The  product  is  available  for  both  MVS  and 
DOS/VSE  environments. 

Quick*Tran  is  a micro  EDI  product  combining  translation 
software  bundled  with  asychronous  or  bisychronous  DOCULINK 
communications  software  and  offers  a limited  number  of  EDI  data 
formats.  The  product  is  targeted  to  small  suppliers  of  a hub  EDI 
user.  Quick*Tran  is  priced  at  $995. 

ProTran  is  a micro  EDI  product  that  provides  all  the 
functionality  of  Quick*Tran  plus  a developer's  toolkit  that  allows 
users  to  to  create  their  own  custom  screen  and  print  formats  to  suit 
an  unlimited  range  of  specific  trading  requirements.  Pro*Tran  can 
be  used  as  a standalone  product  or  on  the  user's  PC,  or  interfaced 
with  applications  on  their  host  computer. 

Support  Services: 

EDI  installation  and  training  seminars  are  conducted  monthly  and 
provide  attendees  with  an  overview  of  the  variable-length  EDI 
standards,  network  services,  translation  software,  communications 
concepts  and  equipment,  installation  and  testing  procedures, 
trading  partner  issues,  and  system  audits  and  controls. 

• Companies  that  have  signed  service  agreements  with 
ORDERNET  are  invited  to  send  two  attendees  to  a seminar 
program  at  no  charge.  Prospective  companies  may  also  send 
representatives  to  the  seminars  at  a nominal  charge. 

• In  addition,  through  the  EDI  Center  ORDERNET  offers  task- 
oriented  EDI  education  and  training  courses.  Each  class  is 
designed  to  assist  customers  in  various  facets  of  EDI  planning 
and  implementation.  The  courses  are  available  in  major  U.S. 
cities. 

ORDERNET  Customer  Services  representatives  assist  clients  in 
EDI  implementation  and  ongoing  support.  ORDERNET 
management  maintains  that  the  ORDERNET  Division  occupies 
the  premier  position  in  the  industry  regarding  customer  support. 
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The  Vendor  Implementation  Program  (VIP)  assists  major 
purchasers  to  bring  their  suppliers  into  the  EDI  environment. 


ORDERNET  Services  markets  its  EDI  software  products  across 
all  industries  with  a strong  orientation  toward  the  distribution 
industry;  this  includes  grocery,  hardware  and  housewares, 
pharmaceutical  and  medical/surgical  distribution,  retail  mass 
merchandising,  and  warehousing.  Other  industry  markets  are 
transportation,  automotive,  petroleum,  and  government. 

Sterling  has  received  endorsements  from  11  major  trade 
associations  and  has  exclusive  endorsements  from  the  National 
Grocers  Association  for  EDI  services  and  software  products. 

The  EDI  Group  currently  has  the  following  agreements: 

• ORDERNET's  EDI  service  is  available  through  local-dial 
access  via  the  CompuServe  network. 

• Dun  & Bradstreet  Software  is  developing  interfaces  between  its 
Expert  and  Millennium  Series  software  and  Sterling's 
GENTRAN  and  TRANSLATOR  systems. 

• ORDERNET  Services  is  training  Price  Waterhouse 
professional  consultants  in  Sterling's  translation  software 
products,  GENTRAN  and  TRANSLATOR,  and  Price 
Waterhouse  consultants  are  allowed  to  recommend  Sterling's 
EDI  software  and  services  to  their  clients. 

• Global  Software,  Inc.  (Atlanta),  a subsidiary  of  the  Hathaway 
Corporation  (Broomfield,  CO),  which  sells  accounting  and 
other  business  software  for  IBM  mainframes  and  minis,  is  an 
agent  for  ORDERNET  software  and  network  services  to 
Global's  installed  base. 


INPUT  estimates  approximately  85%  of  the  EDI  Group's  fiscal 
1990  revenue  was  derived  from  the  U.S.  and  15%  from 
international  sources. 

The  Group  markets  its  products  and  services  directly  in  the  U.S., 
Canada,  and  Europe.  In  addition  to  the  headquarters  in  Dublin 
(OH),  offices  are  located  in  Columbus,  New  York,  Toronto,  and 
London. 
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ORDERNET  Services  has  developed  a significant  international 
presence,  forming  agreements  with  TradeLink  in  Australia 
(establishing  the  first  EDI  link  between  Australia  and  North 
America)  and  Global  VAN  Japan  (establishing  Global  VAN  as  a 
reseller  for  EDI  software  and  services  in  Japan  to  firms  engaged  in 
trade  with  North  America). 
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COMPANY  PROFILE 


STERLING  SOFTWARE,  INC. 
FEDERAL  SYSTEMS  GftoUP 

1121  San  Antonio  Road 
Palo  Alto,  CA  94303 
(415)  964-9900 


Geno  P.  Tolari,  Group  President 
Operating  Unit  of  Sterling  Software,  Inc. 
Total  Employees:  1,000 
Total  Revenue,  Fiscal  Year  End 
9/30/91:  $83,979,000 


The  Company  Sterling's  Federal  Systems  Group  provides  technical  professional 

services,  systems  operations,  and  systems  integration  services  to  the 
federal  government. 

In  October  1991,  Sterling  acquired  Knowledge  Systems  Concepts, 
Inc.  of  Rome  (NY)  for  $1.8  million  plus  contingent  payments  based 
on  future  performance. 

• Knowledge  Systems  is  a high-technology  research  and 
development  company  that  provides  professional  services 
primarily  to  the  Department  of  Defense. 

• The  acquisition  added  expertise  in  requirements  analysis, 
research,  and  development  to  Sterling's  Intelligence  and  Military 
Division. 

The  Group  is  currently  organized  into  three  operating  divisions,  a 
Group  headquarters,  and  a Software  Products  Division  operating  at 
the  Group  level. 

• The  NASA/Ames  Division,  headquartered  in  Palo  Alto  (CA), 
provides  technical  professional  and  systems  operations  services 
to  the  NASA/Ames  Research  Center  in  Mountain  View  (CA). 

- Sterling  Software  has  supported  Ames  Research  Center 
continuously  since  1967.  The  NASA/Ames  Division  was 
created  at  the  beginning  of  fiscal  1991  with  the  charter  of 
servicing  this  one  major  client. 

- This  division  also  operates  the  Advanced  Computational 
Facility  supercomputer  center  at  NASA/Ames  and  has  been 
responsible  for  its  development  and  operation  since  1981. 

- With  500  people  on  contract,  Sterling  currently  holds  a major 
market  share  at  NASA/Ames  Research  Center. 
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• The  Intelligence  and  Military  Division  (IMD),  headquartered  in 
Bellevue  (NE)  with  305  employees,  primarily  serves  the 
Department  of  Defense  (DoD)  and  national  intelligence 
agencies.  IMD's  business  focus  is  to  provide  customized  software 
services  for  automation  of  classified  programs  for  the  federal 
government. 

• The  Systems  and  Scientific  Division,  headquartered  in  Palo  Alto 
(CA)  with  1 10  employees,  provides  two  distinct  services:  general 
technical  professional  support  services,  and  services  in  specific 
technology  niches  and  specialty  scientific  application  disciplines. 

• The  Software  Products  Division  (formerly  the  Special  Programs 
Department),  with  six  employees,  emphasizes  workstation 
visualization  graphics  and  animation  and  UNIX  networking 
software  products  for  commercial  clients. 

Fiscal  1991  revenue  was  $84.0  million,  a 2%  decrease  from  fiscal 
1990  revenue  of  $85.5  million.  Operating  profit  declined  17%,  from 
$7.6  million  to  $6.3  million.  A three-year  financial  summary 
follows: 


STERLING  SOFTWARE,  INC. 
FEDERAL  SYSTEMS  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

Revenue 

$83,979 

$85,512 

$82,640 

• Percent  increase 
(decrease)  from 
previous  year 

(2%) 

3% 

14% 

Operating  profit  (a) 

$6,312 

$7,565 

$7,307 

• Percent  increase 
(decrease)  from 
previous  year 

(17%) 

4% 

7% 

(a)  Before  corporate  items. 


Sterling  management  attributes  fiscal  1991  results  to  lower  billings 
on  federal  government  contracts  and  lower  contract  margins. 

During  1991,  the  group  was  successful  in  securing  several  new 
contracts  and  contract  renewals.  Estimated  revenue  attributed  to 
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these  new  contracts  and  contract  renewals  is  approximately  $70 
million  over  the  next  five  years.  Most  of  the  contracts  were  an 
expansion  or  extension  of  ongoing  support  services  to  NASA  or  the 
DoD. 

Federal  Systems  Group  competitors  include  Computer  Sciences 
Corporation  and  Boeing  Computer  Services. 


INPUT  estimates  that  approximately  69%  of  the  Federal  Systems 
Group's  fiscal  1991  revenue  was  derived  from  professional  services, 
24%  from  systems  operations,  6%  from  systems  integration,  and  the 
remaining  1%  from  software  products. 

The  NASA/Ames  Division,  which  specializes  in  aerospace 
technology  and  related  sciences,  provides  professional  and  systems 
operations  services  to  the  NASA/ Ames  Research  Center. 

• The  division  provides  on-site  technical  staff,  day-to-day  systems 
operations  and  maintenance  support,  hardware  and  software 
enhancements,  secure  processing,  and  performance  monitoring. 
This  division  also  provides  system  evaluation,  benchmarking, 
performance  assessment,  integration,  conversion,  optimization, 
networking  design,  and  assistance  in  software  design,  facilities 
design,  and  system  implementation. 

• The  division  has  been  responsible  for  the  development  and 
operation  of  the  Advanced  Computational  Facility  at  the 
NASA/Ames  Research  Center  since  1981,  and  other  computer 
centers  for  the  federal  government  since  the  early  1970s. 

• During  the  year,  Sterling's  five-year  NASA/Ames  Airborne  Data 
Systems  Support  Services  contract  was  renewed,  with  a value  of 
up  to  $8  million. 

• In  April  1992,  the  division  was  selected  for  negotiations  leading 
to  award  of  contract  for  a supercomputing  capability  to  scientific 
users  at  NASA/Ames.  The  cost-plus-award-fee  contract, 
estimated  by  NASA  at  $160  million,  calls  for  a four-year  base 
period  and  a three-year  option  period.  Sterling  has  provided  a 
supercomputer  capability  to  Ames  under  a predecessor  contract 
since  1987. 

• In  July  1990,  Sterling  was  awarded  a previously  disputed  five- 
year,  professional  services  contract  with  NASA/Ames,  which 
represents  a continuation  and  expansion  of  work  conducted  by 
the  group  since  1970. 
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The  Intelligence  and  Military  Division  provides  continuous  support 
for  highly  specialized  military  communications  and  intelligence 
systems  related  to  communications  processing,  automated  message 
handling,  and  networking  and  intelligence  data  handling  for  the  Air 
Force  Intelligence  and  the  DoD  Intelligence  Information  System. 

• In  February  1992,  the  division  was  awarded  a new  56-month,  $29 
million  contract  to  provide  operations  and  maintenance,  and 
technical  services  support  to  the  Air  Force  Global  Weather 
Center  (AFGWC),  Offutt  Air  Force  Base,  Nebraska.  Sterling 
will  provide  hardware  and  software  maintenance  to  support  Site 
II  (routing  network),  UPS  (power  supply  system),  and  the 
Satellite  Data  Handling  System  (weather  graphics  and  imagery 
system). 

• In  September  1991,  Sterling  was  selected  for  the  Observational 
Systems  Science  Data  Systems  Support  contract  with  Jet 
Propulsion  Laboratories  (JPL).  The  contract  is  for  five  years. 
The  predecessor  contract  (also  to  Sterling)  was  five  years  in 
duration  and  generated  about  $4.5  million  in  revenue  to  Sterling 
in  its  last  year. 

• In  August  1991,  Sterling  was  awarded  a 36-month,  $38  million 
contract  renewal  with  Air  Force  Rome  Laboratory  to  continue 
support  of  the  DoD  Intelligence  Information  Systems 
Communications  Support  Processor  (CSP)  External  Assistance 
program.  Sterling  originally  developed  the  CSP  to  automate  the 
handling  of  highly  classified  material. 

The  Systems  and  Scientific  Division  provides  technical  professional 
services  and  technical  specialty  services  in  specific  technology 
niches. 

• General  technical  professional  support  services  include 
programming  and  analysis,  software  development,  software 
maintenance,  software  quality  assurance,  systems  engineering, 
acquisition  services  for  software  and  hardware,  and  systems 
operations  (facilities  management). 

• Capabilities  in  technology  niches  include  rotor  test  systems, 
aerospace  human  factors/simulation,  radar  and  micro  siting 
analysis,  real-time  data  acquisition  systems  (wind  tunnels,  control 
systems,  airborne  science),  image  processing  and  geographic 
information  systems,  workstation  graphics  and  animation, 
computational  fluid/aero/thermo  dynamics,  UNIX  networking, 
and  systems  operations  (primarily  in  scientific  centers). 
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• Areas  of  scientific  expertise  include  simulation  and  aerospace 
human  factors,  systems  operations  and  systems  support,  data 
acquisition,  rotor  technology,  systems  engineering,  advanced 
graphics,  animation,  and  scientific  visualization,  computational 
fluid/aero/thermo  dynamics,  experimental  aerodynamics  and 
wind  tunnel  testing,  space  research,  atmospheric  physics,  and 
applied  artificial  intelligence. 

• In  conjunction  with  Jet  Propulsion  Laboratories,  Sterling  has 
provided  complete  image  processing  for  the  jet  propulsion  efforts 
on  the  Neptune/Voyager  encounter. 

The  Software  Products  Division  supports  workstation  visualization 

graphics  and  animation,  and  UNIX  networking  software. 

• The  Graphics  Special  Programs  currently  develops,  markets,  and 
supports  Sterling  SSL,  a generalized  scientific  visualization 
system,  Sterling  GAS,  a scientific  graphics  animation  system,  and 
Sterling  SURF,  a three-dimensional  surfing  rendering  system. 
These  products  run  on  high-performance  UNIX  graphics 
workstations,  such  as  Silicon  Graphics'  IRIS  4D  Series,  the  HP 
9000  SRX  and  TurboSRX  series,  and  the  IBM  RISC/System 
6000  series. 

• The  Network  Special  Programs  currently  develops,  markets,  and 
supports  Sterling  NQS,  a generalized  network  queuing  system. 
This  package  runs  in  AT&T  System  V UNIX  environments,  such 
as  Amdahl  UTS,  Silicon  Graphics  IRIS,  Sun  and  Sun 
SPARCstation,  Floating  Point  systems,  IBM  AIX,  HP  HP-UX, 
and  DEC  ULTRIX,  and  in  homogeneous  and  heterogeneous 
networks  based  on  the  TCP/IP  protocol. 

• During  1991,  Sterling  received  a new  contract  to  provide 
scientific  visualization  support  for  the  Ford  Motor  Company's 
research  activities. 


Industry  Markets  Virtually  100%  of  the  group's  revenues  are  derived  from  the  federal 

government. 

The  Federal  Systems  Group  is  currently  providing  products  and 
services  to  the  federal  government  under  approximately  100 
separate  contracts,  eight  of  which  are  with  NASA/Ames  Research 
Center. 

• Sterling  has  been  a prime  contractor  to  NASA  for  nearly  25  years 
and  has  been  a significant  contributor  to  NASA's  scientific 
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discoveries  by  providing  data  acquisition,  data  control,  graphics, 
star  tracking,  and  flight  planning  software  for  astronomical  and 
meteorological  experiments. 


One  hundred  percent  of  revenue  is  derived  from  the  U.S. 

The  Federal  Systems  Group  has  offices  in  Palo  Alto  (CA),  Bellevue 
(NE),  Rome  (NY),  and  Vienna  (VA). 
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STERLING  SOFTWARE,  INC., 
FEDERAL  SYSTEMS  GftoUP 

1121  San  Antonio  Road 
Palo  Alto,  CA  94303 
(415)  964-9900 


Geno  P.  Tolari,  Group  President 
Operating  Unit  of  Sterling  Software,  Inc. 
Total  Employees:  1,004 
Total  Revenue,  Fiscal  Year  End 
9/30/90:  $85,512,000 


The  Company 


Sterling's  Federal  Systems  Group  provides  technical  professional 
services,  systems  operations,  and  systems  integration  services  to 
the  federal  government. 

The  Group  is  currently  organized  into  three  operating  divisions,  a 
Group  headquarters,  and  a Special  Programs  Department 
operating  at  the  Group  level. 

• The  NASA  Ames  Division,  headquartered  in  Palo  Alto  (CA), 
provides  technical  professional  and  systems  operations  services 
to  the  NASA/Ames  Research  Center  in  Mountain  View  (CA). 

- Sterling  Software  has  supported  Ames  Research  Center 
continuously  since  1967.  The  NASA  Ames  Division  was 
created  at  the  beginning  of  fiscal  1991  with  the  charter  of 
servicing  this  one  major  client. 

- In  July  1990,  Sterling  was  awarded  a previously  disputed  five- 
year  contract  with  NASA  Ames  valued  at  approximately 
$210  million. 

- This  division  also  operates  the  Advanced  Computational 
Facility  supercomputer  center  at  NASA/Ames  and  has  been 
responsible  for  its  development  and  operation  since  1981. 

- With  500  people  on  contract,  Sterling  currently  holds  a major 
market  share  at  NASA/Ames  Research  Center. 

• The  Intelligence  and  Military  Division  (IMD),  headquartered  in 
Bellevue  (NE)  with  305  employees,  primarily  serves  the 
Department  of  Defense  (DoD)  and  national  intelligence 
agencies.  IMD's  business  focus  is  to  provide  customized 
software  services  for  automation  of  classified  programs  for  the 
federal  government. 


March  1991 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  5 


STERLING  SOFTWARE  FEDERAL  SYSTEMS  GROUP 


INPUT 


• The  Systems  and  Scientific  Division,  headquartered  in  Palo 
Alto  (CA)  with  110  employees,  provides  two  distinct  services: 
general  technical  professional  support  services  and  services  in 
specific  technology  niches  and  specialty  scientific  application 
disciplines. 

• The  Special  Programs  Department,  with  six  employees, 
emphasizes  workstation  visualization  graphics  and  animation 
and  UNIX  networking  software  products. 

Fiscal  1990  revenue  reached  $85.5  million,  a 3%  increase  over 
fiscal  1989  revenue  of  $82.6  million.  A three-year  financial 
summary  follows: 

STERLING  SOFTWARE,  INC. 

FEDERAL  SYSTEMS  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/90 

9/89 

9/88 

Revenue 

• Percent  increase 

$85,512 

$82,640 

$72,236 

from  previous  year 

3% 

14% 

55% 

Operating  profit  (a) 

• Percent  increase 

$7,565 

$7,307 

$6,854 

from  previous  year 

4% 

7% 

— 

(a)  Before  corporate  items. 


Sterling  management  attributes  revenue  increases  in  fiscal  1990  to 
higher  contract  billings  in  the  Systems  and  Scientific  and  NASA 
Ames  Divisions,  partially  offset  by  lower  contract  billings  in  the 
Intelligence  and  Military  Division. 

During  the  year  the  Federal  Systems  Group  competed  for  six 
prime  contracts  and  won  five,  increasing  its  revenue  backlog  to 
approximately  $66  million. 

Federal  Systems  Group  competitors  include  Computer  Sciences 
Corporation,  Boeing  Computer  Services,  and  McDonnell  Douglas 
Information  Systems  Company. 
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Key  Products  and 
Services 


INPUT  estimates  approximately  72%  of  the  Federal  Systems 
Group's  fiscal  1990  revenue  was  derived  from  professional 
services,  22%  from  systems  operations,  5%  from  systems 
integration,  and  1%  from  software  products. 

The  NASA  Ames  Division,  which  specializes  in  aerospace 
technology  and  related  sciences,  provides  professional  and  systems 
operations  services  to  the  NASA/ Ames  Research  Center.  This 
division  generated  revenue  of  $49  million  during  fiscal  1990. 

• The  division  provides  on-site  technical  staff,  day-to-day  systems 
operation  and  maintenance  support,  hardware  and  software 
enhancements,  secure  processing,  and  performance  monitoring. 
This  division  also  provides  system  evaluation,  benchmarking, 
performance  assessment,  integration,  conversion,  optimization, 
networking  design,  and  assistance  in  software  design,  facilities 
design,  and  system  implementation. 

• The  division  has  been  responsible  for  the  development  and 
operation  of  the  Advanced  Computational  Facility  at  the 
NASA/ Ames  Research  Center  since  1981,  and  other  computer 
centers  for  the  federal  government  since  the  early  1970s. 

• During  fiscal  1989,  the  Center's  Cray  XMP/48  was  upgraded  to 
a Cray  Y-M P/832. 

• In  July  1990,  Sterling  was  awarded  a previously  disputed  five- 
year,  professional  services  contract  with  NASA/Ames,  which 
represents  a continuation  and  expansion  of  work  conducted  by 
the  group  since  1970. 

The  Intelligence  and  Military  Division  provides  continuous 
support  for  highly  specialized  military  communications  and 
intelligence  systems  related  to  communications  processing, 
automated  message  handling,  and  networking  and  intelligence 
data  handling  for  the  Air  Force  Intelligence  and  the  DoD 
Intelligence  Information  System.  This  division  generated  revenue 
of  $30  million  during  fiscal  1990. 

• In  April  1990,  the  division  was  awarded  a new  27-month,  $8.7 
million  contract  by  Rome  Air  Development  Center  to  support 
the  Air  Force  Intelligence  Agency  MAXI  External  Assistance 
Two  Program,  a continuing  program  to  standardize  automated 
message  handling  capabilities  for  the  DoD. 

- Sterling  has  been  the  prime  contractor  for  the  MAXI  effort 
since  1986  and  currently  provides  support  for  over  30  systems 
worldwide. 


March  1991 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


Page  3 of  5 


STERLING  SOFTWARE  FEDERAL  SYSTEMS  GROUP 


INPUT 


- Sterling  is  providing  software  design  and  development 
services,  implementation  of  new  software  releases  for  all 
currently  supported  systems,  and  maintenance  for  all 
operational  systems. 

• Sterling  has  initiated  development  of  the  prototype  for  the  next- 
generation  secure  communications  system,  which  is  being 
developed  in  Ada  and  is  based  on  a multiprocessor 
architecture. 

• The  Communication  Protocol  Processor,  a turnkey  system  that 
provides  protocol  normalization  and  message  format 
conversion,  was  introduced  as  a commercially  available  product 
during  fiscal  1989. 

• Sterling  has  successfully  completed  installation  of  the  50th 
Network  Access  System,  an  integral  part  of  the  Defense  Data 
Network. 

The  Systems  and  Scientific  Division  provides  technical 

professional  services  and  technical  specialty  services  in  specific 

technology  niches.  This  division  generated  revenue  of  $6  million 

during  fiscal  1990. 

• General  technical  professional  support  services  include 
programming  and  analysis,  software  development,  software 
maintenance,  software  quality  assurance,  systems  engineering, 
acquisition  services  for  software  and  hardware,  and  systems 
operations  (facilities  management). 

• Capabilities  in  technology  niches  include  rotor  test  systems, 
aerospace  human  factors/simulation,  radar  and  micro  siting 
analysis,  real-time  data  acquisition  systems  (wind  tunnels, 
control  systems,  airborne  science),  image  processing  and 
geographic  information  systems,  workstation  graphics  and 
animation,  computational  fluid/aero/thermo  dynamics,  UNIX 
networking,  and  systems  operations  (primarily  in  scientific 
centers). 

• Areas  of  scientific  expertise  include  simulation  and  aerospace 
human  factors,  systems  operations  and  systems  support,  data 
acquisition,  rotor  technology,  systems  engineering,  advanced 
graphics,  animation,  and  scientific  visualization,  computational 
fluid/aero/thermo  dynamics,  experimental  aerodynamics  and 
wind  tunnel  testing,  space  research,  atmospheric  physics,  and 
applied  artificial  intelligence. 
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Industry  Markets 


Geographic 

Markets 


• In  conjunction  with  Jet  Propulsion  Laboratories,  Sterling  has 
provided  complete  image  processing  for  the  jet  propulsion 
efforts  on  the  Neptune/ Voyager  encounter. 

The  Special  Programs  Department  supports  workstation 
visualization  graphics  and  animation,  and  UNIX  networking 
software.  Revenue  from  these  products  was  approximately 
$138,000  during  fiscal  1990. 

• The  Graphics  Special  Programs  currently  develops,  markets, 
and  supports  Sterling  SSV,  a generalized  scientific  visualization 
system,  Sterling  GAS,  a scientific  graphics  animation  system,  and 
Sterling  SURF,  a three-dimensional  surfing  rendering  system. 
These  products  run  on  high-performance  UNIX  graphics 
workstations,  such  as  Silicon  Graphics'  IRIS  4D  Series,  the  HP 
9000  SRX  and  TurboSRX  series,  and  the  IBM  RISC/System 
6000  series. 

• The  Network  Special  Programs  currently  develops,  markets, 
and  supports  Sterling  NQS,  a generalized  network  queuing 
system.  This  package  runs  in  AT&T  System  V UNIX 
environments,  such  as  Amdahl  UTS,  Silicon  Graphics  IRIS,  Sun 
and  Sun  SPARCstation,  Floating  Point  systems,  IBM  AIX,  HP 
HPUX,  and  DEC  ULTRIX,  and  in  homogeneous  and 
heterogeneous  networks  based  on  the  TCP/IP  protocol. 


Virtually  100%  of  the  group's  revenues  are  derived  from  the 
federal  government. 

The  Federal  Systems  Group  is  currently  providing  products  and 
services  to  the  federal  government  under  approximately  50 
separate  contracts,  eight  of  which  are  with  NASA/Ames  Research 
Center. 

• Sterling  has  been  a prime  contractor  to  NASA  for  over  23  years 
and  has  been  a significant  contributor  to  NASA's  scientific 
discoveries  by  providing  data  acquisition,  data  control,  graphics, 
star  tracking,  and  flight  planning  software  for  astronomical  and 
meteorological  experiments. 


One  hundred  percent  of  revenue  is  derived  from  the  U.S. 

The  Federal  Systems  Group  has  offices  in  Palo  Alto  (CA), 
Bellevue  (NE),  and  Vienna  (VA). 
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COMPANY  PROFILE 


STERLING  SOFTWARE,  INC.,  Geno  P.  Tolari,  Group  President,  Federal 

FEDERAL  SYSTEMS  BUSINESS  Systems  Group 

1121  San  Antonio  Road  Frank  Greene,  President,  ZeroOne 


P.O.  Box  50870 
Palo  Alto,  CA  94303 
(415)  964-9900 

Systems,  Inc. 

Operating  Unit  of  Sterling  Software,  Inc. 
Total  Revenue,  Fiscal  Year  End 
9/30/88:  $72,236,000 

The  Company 

Sterling's  Federal  Systems  Business  provides  software 
development,  network  development,  and  systems  operations 
professional  services,  generally  under  long-term  contracts,  that 
support  both  military  and  non-military  projects  for  the  federal 
government  through  the  following  units: 

• The  Federal  Systems  Group,  headquartered  in  Palo  Alto  (CA), 
has  two  divisions  as  follows: 

- The  Intelligence  and  Military  Division,  headquartered  in 
Bellevue  (NE),  provides  highly  specialized  communications 
products. 

- The  Systems  and  Scientific  Division,  headquartered  in  Palo 
Alto  (CA),  primarily  software  development  and  support 
services  to  the  NASA/Ames  Research  Center. 

• ZeroOne  Systems,  Inc.,  headquartered  in  Santa  Clara  (CA), 
specializes  in  the  design  and  operation  of  supercomputer  data 
centers. 

Fiscal  1988  revenue  reached  $72.2  million,  a 55%  increase  over 
fiscal  1987  revenue  of  $46.6  million.  A three-year  financial 
summary  follows: 
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STERLING  SOFTWARE,  INC. 
FEDERAL  SYSTEMS  BUSINESS 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

Revenue 

• Percent  increase 

$72,236 

$46,583 

$37,909 

from  previous  year 

55% 

23% 

N/A 

Operating  profit  (a) 

• Percent  increase 

$6,854 

$6,887 

$4,552 

from  previous  year 

— 

51% 

N/A 

(a)  Before  corporate  items. 


Sterling  management  attributes  revenue  increases  in  fiscal  1988 
primarily  to  $14.1  million  in  revenue  from  ZeroOne  Systems, 
which  was  acquired  by  Sterling  in  August  1987,  and  to  higher 
revenues  in  the  Intelligence  and  Military  Division. 

During  the  year  the  Federal  Systems  Business  competed  for  six 
prime  contracts  and  won  five,  increasing  its  revenue  backlog  to 
approximately  $66  million. 

Federal  Systems  Business  competitors  include  Computer  Sciences 
Corporation,  Boeing  Computer  Services,  and  McDonnell  Douglas 
Information  Systems  Company. 


Key  Products  and  One  hundred  percent  of  the  Federal  Systems  Business'  revenue  is 

Services  derived  from  its  various  professional  services  activities.  An 

estimated  55%  is  derived  from  software  development,  20%  from 
network  development,  and  25%  from  systems  operations  services. 

The  Intelligence  and  Military  Division  provides  continuous 
support  for  highly  specialized  military  communications  projects, 
such  as  automated  message  handling  for  Air  Force  Intelligence 
and  the  Department  of  Defense  Intelligence  Information  System. 

The  Systems  and  Scientific  Division  primarily  provides 
professional  services  to  the  NASA/Ames  Research  Center. 

• Support  services  include  software  development,  systems 

analysis,  systems  design,  integration  of  new  software  with  other 
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software  programs  and  hardware,  documentation,  security, 
training,  configuration  installation,  and  operations 
management. 

• The  Federal  Systems  Group  has  been  a prime  contractor  to 
NASA  for  over  23  years  and  has  been  a significant  contributor 
to  NASA's  scientific  discoveries  by  providing  data  acquisition, 
data  control,  graphics,  star  tracking,  and  flight  planning 
software  for  astronomical  and  meteorological  experiments. 

• In  November  1988,  Sterling  was  notified  that  it  had  not  been 
selected  for  negotiation  on  the  renewal  of  the  most  significant 
of  its  eight  contracts  at  NASA/Ames  to  provide  services  over 
the  three-year  period  (plus  two  one-year  options)  beginning  in 
1989.  In  December  1988,  a protest  was  filed  by  Sterling  and  in 
March  1989,  it  was  announced  that  the  General  Services  Board 
of  Contract  Appeals  upheld  the  protest.  As  a result  of  the 
Board's  decision,  NASA  has  reopened  negotiations  with 
Sterling  and  another  bidder. 

- The  contract  is  a recompetition  of  a previous  five-year 
contract  under  which  Sterling  has  been  provided  software 
services  to  support  certain  research  efforts  and  data 
processing  requirements.  Aggregate  revenues  under  this 
contract  were  approximately  $21.2  million,  $19.7  million,  and 
$13.7  million  for  fiscal  1988,  1987,  and  1986,  respectively. 

- Based  on  Sterling's  proposal,  the  value  of  the  new  five-year 
contract  should  be  approximately  $24  million  for  the  first 
twelve  months. 

ZeroOne  Systems,  which  contributed  $14.1  million  to  Sterling's 
fiscal  1988  revenue,  specializes  in  the  design  and  operation  of 
supercomputer  centers.  ZeroOne  currently  operates  two 
supercomputer  centers:  the  Advanced  Computational  Facility  at 
NASA/Ames  and  the  John  von  Neumann  Center  at  Princeton. 

• ZeroOne  provides  on-site  technical  staff,  day-to-day  systems 
operation  and  maintenance  support,  hardware  and  software 
enhancements,  secure  processing,  and  performance  monitoring. 
This  division  also  provides  system  evaluation,  benchmarking, 
performance  assessment,  integration,  conversion,  optimization, 
networking  design,  and  assistance  in  software  design,  facilities 
design,  and  system  implementation. 

• ZeroOne  has  been  responsible  for  the  development  and 
operation  of  the  Advanced  Computational  Facility  at  the 
NASA/Ames  Research  Center  since  1981,  and  other  computer 
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centers  for  the  federal  government  since  the  early  1970's. 

- NASA/Ames  is  ZeroOne's  largest  customer. 

- The  NASA/ Ames  Advanced  Computational  Facility  is  based 
on  a Cray  XMP/48. 

• ZeroOne  also  operates  the  John  von  Neumann  Center  at 
Princeton  University  in  New  Jersey,  a major  research  facility 
funded  by  the  National  Science  Foundation  for  a consortium  of 
thirteen  universities.  The  Center  uses  a Control  Data  ETA/ 10 
system. 

Industry  Markets 

This  business'  largest  customer  is  NAS  A/ Ames  Research  Center. 

Geographic 

Markets 

Sterling  Software  Federal  Systems  has  offices  in  Palo  Alto  and 
Santa  Clara  (CA)  and  Bellevue  (NE). 
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STERLING  SOFTWARE,  INC., 
SYSTEMS  SOFTWARE  GROUP 

5900  Canoga  Avenue 
Woodland  Hills,  CA  91367 
(818)  716-1616 


Werner  L.  Frank,  Group  President 
Operating  Group  of  Sterling  Software,  Inc 
Total  Employees:  500 
Total  Revenue,  Fiscal  Year  End 
9/30/91:  $83,348,000 


The  Company  Sterling  Software's  Systems  Software  Group  offers  a range  of 

systems  software  products  and  associated  support  services  for 
storage  management,  applications  development,  and  data 
communications. 

During  fiscal  1990,  Sterling  announced  three  initiatives  involving  its 
systems  software  product  offerings: 

• The  Corporate  Storage  Management  Initiative  (CSMI)  addresses 
the  storage  management  market  and  is  a strategy  to  combine 
new  technology  with  Sterling's  existing  storage  management 
products  to  provide  customers  with  the  most  advanced  systems 
managed  solutions  available,  encompassing  multiple  platforms 
and  operating  environments,  and  conforming  to  IBM's  SAA. 

• The  Corporate  Applications  Management  Initiative  (CAMI) 
addresses  the  applications  development  and  information 
management  market  and  is  a strategy  to  develop  existing 
products  to  work  with  IBM's  AD/Cycle  methodology. 

• The  Corporate  Data  Communications  Initiative  (CDCI) 
addresses  the  data  communications  market  and  the  need  for 
more  sophisticated  communications  software  by  supporting 
additional  protocols,  more  platforms,  and  increasingly  complex 
networks. 

Recent  acquisitions  include  the  following: 

• During  1991,  Sterling  acquired  Tefen  Lab,  a software 
development  facility,  from  Policy  Management  Systems 
Corporation.  The  lab,  located  in  Tefen  (Israel),  will  focus  on 
network  management  software  solutions  and  on  porting  existing 
Sterling  systems  software  products  to  run  in  a LAN  environment. 
The  unit  now  reports  to  the  Software  Labs  Division. 
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• In  January  1992,  Sterling  acquired  Prosmake,  a software 
development  group  based  in  Tokyo.  The  lab  now  reports  to  the 
Software  Labs  Division. 

• In  early  1992,  Sterling  acquired  Dynatest  for  Windows,  a 
programming  aid,  from  Innovative  Business  Systems.  The 
product  will  be  renamed  Sterling  Test  Pro  for  Windows  and  will 
be  marketed  through  the  Dylakor  Division. 

The  Systems  Software  Group  is  currently  organized  into  the 
following  units: 

• The  Dylakor  Division,  headquartered  in  Chatsworth  (CA), 
provides  a family  of  file  management  report  writer  products  with 
micro-to-mainframe  links  to  increase  programmer  productivity. 
This  division  also  includes  the  operations  of  the  former  Answer 
Systems  Division,  headquartered  in  Woodland  Hills  (CA),  which 
markets  application  development  products  for  users  of 
mainframes,  minicomputers,  and  microcomputers;  CASE  front- 
end  and  repository  products;  and  develops  products  for  certain 
hardware  and  software  manufacturers  to  access  data  housed  on 
IBM  mainframes. 

• The  AD  Labs  Division,  headquartered  in  Montreal  (Canada) 
and  with  satellite  labs  in  North  America,  supplies  research  and 
development  capabilities  for  the  products  marketed  by  the 
Dylakor  Division. 

• The  Systems  Software  Marketing  Division,  headquartered  in 
Rancho  Cordova  (CA),  markets  storage  management  and  data 
communications  products  domestically. 

• The  Software  Labs  Division,  headquartered  in  San  Bernardino 
(CA),  supplies  research  and  development  capabilities  for  the 
products  offered  by  the  Systems  Software  Marketing  Division. 
The  division  has  other  satellite  labs  in  California,  Canada, 
Norway,  Israel,  and  Japan. 

• The  Sterling  Software  International  Division,  headquartered  in 
London  (England),  markets  products  developed  by  AD  Labs  and 
Software  Labs  internationally. 

Fiscal  1991  revenue  reached  $83.3  million,  a 19%  increase  over 
fiscal  1990  revenue  of  $70.0  million.  Operating  profit  rose  17%, 
from  $14.6  million  in  fiscal  1990  to  $17.0  million  in  fiscal  1991.  In 
the  three-year  summary  that  follows,  financials  have  been  restated 
to  reflect  a change  in  the  method  of  accounting  for  software 
revenue: 
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STERLING  SOFTWARE,  INC. 
SYSTEMS  SOFTWARE  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

Revenue 

$83,348 

$70,041 

$60,268 

• Percent  increase 

from  previous  year 

19% 

16% 

N/A 

Operating  profit  (a) 

$17,002 

$14,585 

$12,184 

• Percent  increase 

from  previous  year 

17% 

20% 

N/A 

(a)  Before  corporate  items. 


Sterling  management  attributes  revenue  increases  in  fiscal  1991  to 
increased  sales  of  the  group's  storage  management,  application 
development,  and  data  communications  management  products,  as 
well  as  the  inclusion  of  full-year  revenues  from  products  acquired 
during  1990.  Product  support  revenue  also  increased  23%  during 
fiscal  1991. 


Key  Products  and  Approximately  53%  of  the  Systems  Software  Group's  fiscal  1991 
Services  revenue  was  derived  from  systems  software  products  and  47%  from 

associated  maintenance  services. 

The  Systems  Software  Group  provides  a range  of  software  products 
to  improve  the  operations  of  large  data  processing  centers. 

• The  group's  customers  are  primarily  Fortune  1000  companies  in 
various  industries  with  major  IBM  installations. 

• The  group's  systems  software  products  are  summarized  in  the 
exhibit  and  generally  address  three  data  processing  areas: 

- Storage  management  products  manage  and  control  a data 
center  and  the  storage  requirements  of  a computer. 

- Applications  management  products  assist  programmers  with 
timesaving  development  tools,  utilities,  and  mainframe  data 
extraction,  including  products  within  the  CASE  market. 

- Data  communications  products  provide  both  intercompany 
and  intracompany  data  exchange  and  are  used  in  such 
business  applications  as  cash  management,  electronic  funds 
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transfer,  EDI,  and  point-of-sale  data  collection  and 
dissemination. 

• The  products  are  available  for  IBM  and  compatible  mainframes 
and  microcomputers  under  multiple  operating  systems. 

• There  are  currently  over  15,000  copies  of  mainframe  software 
and  67,000  copies  of  other  software  products  installed  worldwide. 

New  products  include  the  following: 

• During  1991,  in  support  of  CSMI,  Sterling  continued  with  the 
second  phase  of  the  strategy  following  the  1990  release  of  SAMS 
(Storage  Automation  Management  System).  The  second  phase, 
EAGLE,  includes  products  that  allow  storage  administrators  to 
manage  massive  amounts  of  data  at  multiple  sites  concurrently, 
in  a real-time  mode.  Availability  is  scheduled  for  1992. 

• A new  Sterling  DEVELOPER  release  added  Windows  3.0 
support. 

• Major  features  were  added  to  ZIM  (a  4GL  development  tool) 
and  TestPro  (micro-based  automated  testing  product). 

• Under  CAMI,  Sterling  also  began  outlining  a development 
project,  code-named  Odyssey,  that  will  provide  cooperative 
processing  capabilities  and  graphical  user  interfaces  to  its  current 
DYL  products. 

• The  first  new  product  under  Sterling's  CDCI  strategy  was 
released  during  1991.  The  product,  SUPERTRACS  SPC, 
provides  asynchronous  and  synchronous  protocol  conversion 
through  software  executed  on  an  OS/2  platform. 

Most  customers  elect  to  purchase  ongoing  maintenance  and  service 

contracts  for  an  annual  cost  equal  to  approximately  12%  to  16%  of 

the  current  license  cost  of  the  products. 
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EXHIBIT 

STERLING  SOFTWARE  SYSTEMS  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

Storage  Management 

DMS/OS 

DMS/MSP 

DMS/IB 

SAMS 

SMS/MIGRATOR 

RESTORE  MONITOR 

SPACE  MONITOR 

VAM  (Volume  Allocation  Manager) 

SHRINK 

- SHRINK/MVS 

- SHRINK/IMS 

- SHRINK/IDMS 

- SHRINK  for  DB2 

DASD  storage  management  system 

Version  of  DMS  for  native  Fujitsu  environment 

Micro  hard  disk  backup  and  file  management  system 

Storage  automation  management  system 

DASD  migration  management  tool 

Automatic  restore  activity  monitor 

Color  graphics  DASD  management  utility 

VSAM  data  manager  utility 

Data  set  compression  programs 

Configuration  Manager 
SmartDASD 

Data  storage  management  tool 
Performance  optimization  product 

Applications  Development 
DEVELOPER 
Sterling  INTEGRATOR 
DYL-280  II 
DYL-280 
DYL-260 
DYL-270 
DYL-VLINK 
DYL-IQ  Express 
DYL-ONLINE 
DYL-INTERFACE 

- DYL-INTERFACE  for  DB2 

- DYL-INTERFACE  IDMS/R 

- DYL-INTERFACE  SQL/DS 
DYL-AUDIT 
DYL-SECURITY 

ZIM 

QUIKJOB 
MARK  V 
MARK  IV 
MARK  IX 

MARK-ISPF 

COMPAREX 

Answer/DB 

Answer/DB-Personal  Reporter 

Answer/DB-Inquiry 

Answer/DB-Extractor 

Micro/Answer 

TestPro 

CASE  planning,  analysis,  and  design  tool 
Mainframe-based  application  development  repository 
Fourth-generation  information  management  system 
Fourth-generation  data  management  system 
Fixed-form  report  writer/utility 
Multifunction  extraction  tool 
Micro-to-mainframe  link 
Interactive  query  and  reporting  system 
Program  development  tools 
Interfaces  to  DYL-280  II,  DYL-280,  and  DYL-270 
Interface  with  DB2 
Interface  with  IDMS/R 
Interface  with  SQL/DS 
Audit  and  financial  information  system 
Encryption/decryption  software 
Fourth-generation  language 
Report  writer/file  utility 
On-line  application  development  tool 
Batch  application  development  tool 
Combines  workbench  technology  with 
MARK  IV  and  MARK  V functionality 
Application  development  tool  for  MARK  IV 
Data  and  text  file  comparison  utility 
On-line  report  generator 
Personal  report  generator 
Ad  hoc  inquiry  tool 

Micro/Answer  mainframe  component 
Micro-mainframe  link 
Testing  tool 

Data  Communications 
SUPERTRACS 
TRACS 
PC-TRACS 
SUPERTRACS  SPC 
SECURE/VTAM 

Multitask  file  transfer  system 
File  transfer  system 

Batch  data  communications  systems  for  micros 
OS/2  protocol  converter 
Physical  control  authorization  tool 
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Industry  Markets 


Geographic 

Markets 


The  target  market  for  the  Systems  Software  Group  is  large 
organizations  with  IBM  mainframe  installations. 

Approximately  $1.0  million  of  Systems  Software  Group's  fiscal  1991 
revenue  was  derived  from  the  federal  government,  compared  to 
$816,000  in  fiscal  1990,  $1.0  million  in  fiscal  1989,  and  $1.8  million 
in  fiscal  1988. 

In  October  1991,  the  group  signed  a contract  with  Peugeot  SA  in 
Paris,  valued  at  about  $1.6  million,  for  multiple  software  products 
and  services. 


INPUT  estimates  that  approximately  70%  of  the  Systems  Software 
Group's  fiscal  1991  revenue  was  derived  from  the  U.S.  and  30% 
from  international  sources. 
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COMPANY  PROFILE 


STERLING  SOFTWARE JNC., 
SYSTEMS  SOFTWARE  GROUP 

5900  Canoga  Avenue 
Woodland  Hills,  CA  91367 
(818)  716-1616 


Werner  L.  Frank,  Group  President 
Operating  Group  of  Sterling  Software,  Inc. 
Total  Employees:  525 
Total  Revenue,  Fiscal  Year  End 
9/30/90:  $74,331,000 


The  Company  Sterling  Software's  Systems  Software  Group  offers  a range  of 

systems  software  products  and  associated  support  services  for 
storage  management,  applications  development,  and  data 
communications. 

During  fiscal  1990,  Sterling  announced  two  initiatives  involving  its 
systems  software  product  offerings: 

• The  Corporate  Storage  Management  (CSM)  Initiative  involves 
the  design  and  development  of  an  evolutionary  storage 
management  architecture  that  supports  IBM's  MVS/ESA 
operating  system,  encompasses  multiple  platforms  and 
operating  environments,  and  conforms  to  IBM’s  SAA. 

• The  Corporate  Applications  Management  Initiative  (CAMI) 
represents  a major  commitment  to  enterprise-wide  system 
managed  storage  through  the  continued  enhancement  and 
extension  of  Sterling's  current  product  line.  CAMI  is  consistent 
with  IBM's  AD/Cycle,  while  embracing  both  IBM  and  non-IBM 
platforms. 

Acquisitions  include  the  following: 

• In  July  1990,  Sterling  purchased  ASYST  CASE  Technologies 
Inc.  of  Montreal  (Canada)  and  certain  related  assets  of  an 
affiliate  of  ASYST  for  approximately  $3.7  million. 

- ASYST  develops  and  markets  front-end  CASE  tools  and 
companion  application  development  repository  products. 

- The  operations  of  ASYST  have  been  merged  into  the 
Answer  Systems  Division  of  Sterling's  Systems  Software 
Group. 

• In  March  1990,  Sterling  acquired  certain  products  and  business 
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operations  of  Rogalandsdata  a/s,  headquartered  in  Stavanger 
(Norway)  for  approximately  $1.8  million. 

- Rogalandsdata  a/s  develops  automated  operations  systems 
software  products  for  IBM  mainframes  and  is  the  developer 
of  the  Monitor  product  line  which  is  marketed  by  Sterling’s 
Systems  Software  Marketing  Division  domestically  and  by 
Sterling  Software  International  overseas. 

- The  operations  of  Rogalandsdata  a/s  have  been  merged  into 
Sterling's  Systems  Software  Group.  The  Stavanger  office 
now  operates  as  a Sterling  Norwegian  subsidiary 
headquarters. 

• In  August  1989,  Sterling  acquired  Zanthe  Information,  Inc.  of 
Ottawa  (Canada)  for  approximately  $3.0  million  plus  the 
assumption  of  certain  liabilities. 

- Zanthe's  principal  product  is  ZIM,  an  application 
development  tool  for  users  of  relational  data  base 
management  systems  in  various  environments,  including 
PC/PS2,  DEC/VAX,  IBM  mainframes,  and  UNIX-based 
platforms. 

- The  operations  of  Zanthe  have  been  merged  into  the 
Answer  Systems  Division. 

The  Group's  products  are  currently  offered  through  the  following 

divisions: 

• The  Answer  Systems  Division,  headquartered  in  Woodland 
Hills  (CA),  markets  application  development  products  for  users 
of  mainframes,  minicomputers,  and  microcomputers,  as  well  as 
CASE  front-end  and  repository  products.  The  division  also 
develops  products  for  certain  hardware  and  software 
manufacturers  to  access  data  housed  on  IBM  mainframes. 

• The  AD  Labs  Division,  headquartered  in  Montreal  (Canada) 
and  with  satellite  labs  in  North  America,  supplies  research  and 
development  capabilities  for  the  products  marketed  by  the 
Answer  Systems  Division. 

• The  Dylakor  Division,  headquartered  in  Chatsworth  (CA), 
provides  a family  of  file  management  report  writer  products 
with  micro-to-mainframe  links  to  increase  programmer 
productivity. 
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• The  Systems  Software  Marketing  Division,  headquartered  in 
Rancho  Cordova  (CA),  markets  storage  management  and  data 
communications  products  domestically. 

• The  Software  Labs  Division,  headquartered  in  San  Bernardino 
(CA),  supplies  research  and  development  capabilities  for  the 
products  offered  by  the  Systems  Software  Marketing  Division. 

• The  Sterling  Software  International  Division,  headquartered  in 
London  (England),  markets  products  developed  by  AD  Labs 
and  Software  Labs  internationally. 

Fiscal  1990  revenue  reached  $74.3  million,  a 19%  increase  over 
fiscal  1989  revenue  of  $62.6  million.  A three-year  financial 
summary  follows: 

STERLING  SOFTWARE,  INC. 

SYSTEMS  SOFTWARE  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/90 

9/89 

9/88 

Revenue 

• Percent  increase 

$74,331 

$62,556 

$60,869 

from  previous  year 

19% 

3% 

4% 

Operating  profit  (a) 

• Percent  increase 

$18,875 

$15,086 

$15,026 

from  previous  year 

25% 

— 

1% 

(a)  Before  corporate  items. 


Sterling  management  attributes  revenue  increases  in  fiscal  1990  to 
increased  sales  of  the  group's  storage  management,  DYL,  and  data 
communications  management  products,  as  well  as  the  inclusion  of 
ZIM  product  sales  for  a full  year.  Maintenance  revenue  also 
increased  17%  over  fiscal  1989. 

Major  competitors  of  Sterling  Software's  Systems  Software  Group 
include  Pansophic  and  Computer  Associates. 


Key  Products  and  One  hundred  percent  of  the  Systems  Software  Group's  revenue  is 

Services  derived  from  systems  software  products  and  associated  support 

services. 
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The  Systems  Software  Group  provides  a range  of  software 
products  to  improve  the  operations  of  large  data  processing 
centers. 

• The  group's  customers  are  primarily  Fortune  1000  companies  in 
various  industries  with  major  IBM  installations. 

• The  group's  systems  software  products  are  summarized  in  the 
exhibit  and  generally  address  three  data  processing  areas: 

- Storage  management  products  manage  and  control  a data 
center  and  the  storage  requirements  of  a computer. 

- Applications  management  products  assist  programmers  with 
timesaving  development  tools,  utilities,  and  mainframe  data 
extraction,  including  products  within  the  CASE  market. 

- Data  communications  products  provide  both  intercompany 
and  intracompany  data  exchange. 

• The  products  are  available  for  IBM  and  compatible  mainframes 
and  microcomputers  under  multiple  operating  systems. 

• There  are  currently  over  29,000  product  installations 
worldwide. 

New  products  include  the  following: 

• DMS/MSP  is  a new  version  of  Sterling’s  DMS  disk 
management  system  for  the  native  Fujitsu  environment  which 
was  introduced  to  the  international  marketplace. 

• SHRINK  for  DB2  is  an  enhanced  data  compression  product 
that  provides  performance  improvements  such  as  column  level 
compression  and  reduced  CPU  use. 

• SAMS  (Storage  Automation  Management  System),  introduced 
in  April  1990  and  delivered  under  Sterling's  Corporate  Storage 
Management  Initiative,  is  a system  managed  storage  system  that 
provides  automation  and  graphic  capabilities. 

• DEVELOPER,  acquired  with  ASYST  during  fiscal  1990,  is  a 
workstation-based  upper  CASE  tool  for  planning,  analysis,  and 
design.  The  Sterling  INTEGRATOR,  also  acquired  with 
ASYST,  is  a companion  mainframe-based  application 
repository. 
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EXHIBIT 

STERLING  SOFTWARE  SYSTEMS  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

Storage  Management 
DMS/OS 
DMS/MSP 
DMS/IB 
SAMS 

SMS/MIGRATOR 

RESTORE  MONITOR 

SPACE  MONITOR 

VAM  (Volume  Allocation  Manager 

SHRINK 

- SHRINK/MVS 

- SHRINK/IMS 

- SHRINK/IDMS 

- SHRINK  for  DB2 

DASD  storage  management  system 

Version  of  DMS  for  native  Fujitsu  environment 

Micro  hard  disk  backup  and  file  management  system 

Storage  automation  management  system 

DASD  migration  management  tool 

Automatic  restore  activity  monitor 

Color  graphics  DASD  management  utility 

VSAM  data  manager  utility 

Data  set  compression  programs 

Configuration  Manager 
SmartDASD 

Data  storage  management  tool 
Performance  optimization  product 

Applications  Development 
DEVELOPER 
Sterling  INTEGRATOR 
DYL-280  II 
DYL-280 
DYL-260 
DYL-270 
DYL-VLINK 
DYL-IQ  Express 
DYL-ONLINE 
DYL-INTERFACE 

- DYL-INTERFACE  for  DB2 

- DYL-INTERFACE  IDMS/R 

- DYL-INTERFACE  SQL/DS 
DYL-AUDIT 
DYL-SECURITY 

ZIM 

QUIKJOB 
MARK  V 
MARK  IV 
MARK  IX 

MARK-ISPF 

COMPAREX 

Answer/DB 

Answer/DB-Personal  Reporter 

Answer/DB-Inquiry 

Answer/DB-Extractor 

Micro/Answer 

TestPro 

CASE  planning,  analysis,  and  design  tool 

Mainframe-based  application  development  repository 

Fourth-generation  information  management  system 

Fourth-generation  data  management  system 

Fixed-form  report  writer/utility 

Multifunction  extraction  tool 

Micro-to-mainframe  link 

Interactive  query  and  reporting  system 

Program  development  tools 

Interfaces  to  DYL-280  II,  DYL-280,  and  DYL-270 

Interface  with  DB2 

Interface  with  IDMS/R 

Interface  with  SQL/DS 

Audit  and  financial  information  system 

Encryption/decryption  software 

Fourth-generation  language 

Report  writer/file  utility 

On-line  application  development  tool 

Batch  application  development  tool 

Combines  workbench  technology  with 

MARK  IV  and  MARK  V functionality 

Application  development  tool  for  MARK  IV 

Data  and  text  file  comparison  utility 

On-line  report  generator 

Personal  report  generator 

Ad  hoc  inquiry  tool 

Micro/Answer  mainframe  component 

Micro-mainframe  link 

Testing  tool 

Data  Communications 
SUPERTRACS 
TRACS 
PC-TRACS 
SECURE/VTAM 

Multitask  file  transfer  system 
File  transfer  system 

Batch  data  communications  systems  for  micros 
Physical  control  authorization  tool 
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• TestPro  is  a microcomputer-based  product  that  replicates  tests 
of  mainframe,  minicomputer,  or  microcomputer  applications. 

• ZIM,  acquired  with  Zanthe  Information  Inc.  in  1989,  is  a 
fourth-generation  language  that  provides  screen  handling,  data 
base  manipulation,  report  writing,  debugging  facilities,  and 
automated  system  documentation.  It  is  designed  for  LANs  and 
operates  in  UNIX,  OS/2,  PC/DOS,  XENIX,  QNX,  and 
VM/CMS  environments. 

Most  customers  elect  to  purchase  ongoing  maintenance  and 
services  contracts  for  an  annual  cost  equal  to  approximately  12% 
to  16%  of  the  current  license  cost  of  the  products. 


Industry  Markets  The  target  market  for  the  Systems  Software  Group  is  large 

organizations  with  IBM  mainframe  installations. 

Approximately  $816,000  of  the  Systems  Software  Group's  fiscal 
1990  revenue  was  derived  from  the  federal  government,  compared 
to  $1.0  million  in  fiscal  1989,  and  $1.8  million  in  fiscal  1988. 


Geographic 

Markets 


Approximately  67%  of  the  Systems  Software  Group's  fiscal  1990 
revenue  was  derived  from  the  U.S.  and  33%  from  international 
sources. 
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STERLING  SOFTWAREJNC.. 
SYSTEMS  SOFTWARE  GROUP 

21050  Vanowen  Street 
P.O.  Box  1452 
Canoga  Park,  CA  91304 
(818)  716-1616 


Werner  L.  Frank,  Group  President 
Operating  Group  of  Sterling  Software,  Inc. 
Total  Revenue,  Fiscal  Year  End 
9/30/88:  $60,869,000 


The  Company  Sterling  Software's  Systems  Software  Group  provides  systems 

software  products  and  associated  support  services  through  five 
divisions. 

- The  Answer  Systems  Division,  headquartered  in  Canoga 
Park  (CA),  develops  and  markets  application  development 
tools  for  users  of  IBM  mainframes  and  microcomputers. 

- The  Dylakor  Division,  headquartered  in  Chatsworth  (CA), 
provides  the  DYL  family  of  programmer  productivity  tools, 
including  IBM  mainframe  information  management, 
retrieval/update,  query,  report  writing,  and  utility  systems 
software  products  and  micro-to-mainframe  links. 

- The  Software  Labs  Division,  headquartered  in  San 
Bernardino  (CA),  supplies  research  development  and 
support  for  Sterling  Software's  storage  management  and 
communications  products. 

- The  Systems  Software  Marketing  Division,  headquartered  in 
Rancho  Cordova  (CA),  markets  systems  software  products 
domestically  which  have  been  developed  by  Software  Labs  or 
independent  third-party  developers. 

- The  Sterling  Software  International  Division,  headquartered 
in  London  (England),  markets,  on  an  international  basis,  the 
products  offered  by  the  other  divisions  within  the  Systems 
Software  Group. 

Fiscal  1988  revenue  reached  $60.9  million,  a 4%  increase  over 
fiscal  1987  revenue  of  $58.6  million.  A three-year  financial 
summary  follows: 


June  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  4 


STERLING  SOFTWARE  SYSTEMS  SOFTWARE  GROUP 


INPUT 


STERLING  SOFTWARE,  INC. 
SYSTEMS  SOFTWARE  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

Revenue 

$60,869 

$58,571 

$52,042 

• Percent  increase 

from  previous  year 

4% 

13% 

N/A 

Operating  profit  (a) 

$15,026 

$14,922 

$8,625 

• Percent  increase 

from  previous  year 

1% 

166% 

N/A 

(a)  Before  corporate  items. 


Sterling  management  attributes  revenue  increases  in  fiscal  1988 
primarily  to  a $2  million  increase  in  revenues  generated  by  the 
group's  International  Division. 

Major  competitors  of  Sterling  Software's  Systems  Software  Group 
include  Pansophic  and  Computer  Associates. 


Key  Products  and  One  hundred  percent  of  the  Systems  Software  Group's  revenue  is 

Services  derived  from  systems  software  products  and  associated  support 

services  (60%  application  development  tools,  25%  data  center 
management,  and  15%  communications  products). 

The  Systems  Software  Group  provides  a range  of  software 
products  to  improve  the  operations  of  large  data  processing 
centers. 

• The  group's  customers  are  primarily  Fortune  1,000  size 
companies  in  various  industries  with  major  IBM  installations. 

• The  group's  systems  software  products  are  summarized  in  the 
exhibit  and  generally  address  three  data  processing  areas: 

- Products  to  manage  and  control  a data  processing  center  and 
the  internal  operations  of  a computer 

- Communications-oriented  software  products  to  enhance 
computer-to-computer  data  exchange  and  interface 
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STERLING  SOFTWARE,  INC. 
SYSTEMS  SOFTWARE  GROUP 
SOFTWARE  PRODUCTS 


PRODUCT 


DESCRIPTION 


ta  Center  Management 

dms/osr 

DMS/PC 

STERLING  RESTORE  MONITOR 
STERLING  SPACE  MONITOR 


Volume  Allocation  Manager  (VAM) 
SHRINK8 

- SHRINK/MVS8 

- SHRINK/IMS8 

- SHRINK/IDMS8 
Configuration  Manager 
DRS/Recover 
DRS/Update 
DRS/Batch 
SmartDASD 


DASD  storage  management  system 
Micro  hard  disk  data  management  system 
Automatic  restore  activity  monitor 
Color  graphics  DASD  management  utility 
VSAM  data  manager  utility 
Data  set  compression  programs 


Data  storage  management  tool 
Data  recovery  tool 
Data  recovery  tool 
Data  recovery  tool 
Performance  optimization  product 


Data  Communications 
SUPERTRACS8 
TRACS8 
PC-TRACS8 


Multitask  file  transfer  system 
File  transfer  system 

Batch  data  communications  systems  for  micros 


Applications  Development 
DYL-280  II 8 
DYL-2808 
DYL-260 
DYL-270 
DYL-VLINK 
DYL-IQ  EXPRESS 
DYL-ONLINE 
DYL-INTERFACE 

- DYL-INTERFACE  DB2 

- DYL-INTERFACE  IDMS/R 

- DYL-INTERFACE  SQL/DS 
DYL-AUDIT 
DYL-SECURITY 
DYL-CALC 

QUIKJOB 
MARK  V8 
MARK  IV8 
MARK-ISPF 
COMPAREX8 
Answer/DB8 

Answer/DB-Personal  Reporter 

Answer/DB-Inquiry 

Answer/DB-Extractor 

Micro/Answer 

Lotus/Answer8 

dBASE/Answer8 

PC/Net-Link 

Sterling  Auto*Test 


Fourth  generation  information  management  system 

Fourth  generation  data  management  system 

Fixed-form  report  writer/utility 

Multi-function  extraction  tool 

Micro-to-mainframe  link 

Interactive  query  and  reporting  system 

Program  development  tools 

Interfaces  to  DYL-280  II,  DYL-280,  and  DYL-270 

Interface  with  DB2 

Interface  with  IDMS/R 

Interface  with  SQL/DS 

Audit  and  financial  information  system 

Encryption/decryption  software 

Mainframe  spreadsheet 

Report  writer/file  utility 

On-line  application  development  tool 

Batch  application  development  tool 

Application  development  tool  for  MARK  IV 

Data  and  text  file  comparison  utility 

On-line  report  generator 

Person  report  generator 

Ad  hoc  inquiry  tool 

Micro /Answer  mainframe  component 

Micro-mainframe  link 

Data  extraction  tool 

Data  extraction  tool 

Data  base  inquiry  tool 

Automated  software  testing  tool 
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- Applications  development  tools  to  assist  programmers  with 
development,  utilities,  and  mainframe  data  extraction. 

• The  products  are  available  for  IBM  and  compatible  mainframes 
and  microcomputers  under  multiple  operating  systems. 

• There  are  currently  over  13,500  product  installations 
worldwide. 

Recent  product  releases  include  the  following: 

• STERLING  RESTORE  MONITOR  allows  users  of  Sterling 
Software's  DMS/OS  storage  management  system  to  monitor 
both  automatic  and  batch  restore  activity  and  determine  how 
many  data  sets  have  been  moved  from  disk  to  other  levels  in  the 
storage  hierarchy. 

• STERLING  SPACE  MONITOR  is  a DASD  management 
utility  that  provides  information  about  the  current  space  usage 
in  a company's  DASD  volumes,  volume  pools,  or  total  system, 
reporting  the  usage  in  color-coded  bar  graphs  and  pie  charts. 

• STERLING*  AUTOTEST  is  a PC-resident  automated  software 
testing  programmer  productivity  tool. 

Most  customers  elect  to  purchase  ongoing  maintenance  and 

services  contracts  for  an  annual  cost  equal  to  approximately  12% 

to  15%  of  the  current  license  cost  of  the  products. 

Industry  Markets 

The  target  market  for  the  Systems  Software  Group  is  large 
organizations  with  IBM  mainframe  installations. 

Approximately  3%  ($1.8  million)  of  the  Systems  Software  Group's 
fiscal  1988  revenue  was  derived  from  the  federal  government. 

Geographic 

Markets 

Approximately  70%  of  the  Systems  Software  Group's  fiscal  1988 
revenue  was  derived  from  the  U.S.  and  30%  from  international 
sources. 
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STERLING  SOFTWARE,  INC. 

8080  North  Central  Expressway 
Suite  1100 

Dallas,  TX  75206-1895 
(214)  891-8600 


Sam  Wyly,  Chairman 

Sterling  L.  Williams,  President  and  CEO 

Public  Corporation,  NYSE 

Total  Employees:  2,000  (9/91) 

Total  Revenue,  Fiscal  Year  End 
9/30/91:  $220,738,000 


The  Company  Sterling  Software,  Inc.,  founded  in  1981,  provides  a range  of 

professional  services,  systems  and  applications  software  products, 
systems  operations,  systems  integration,  and  processing/network 
services  to  commercial  and  government  clients. 

The  company's  strategy  since  its  inception  has  been  to  choose  target 
markets  with  growth  and  profit  potential  and  to  focus  on  acquiring 
and  developing  products  and  services  for  those  specific  markets. 
During  1991  and  1992,  Sterling  has  made  the  following  acquisitions: 

• In  June  1991,  Sterling  acquired  Control  Data's  Redinet  Services 
Divison  for  $6.1  million.  Redinet,  with  1990  revenue  of  about  $2 
million,  provides  EDI  network  services  and  software.  Its 
operations  have  been  merged  into  Sterling’s  EDI  Group. 

• In  October  1991,  Sterling  acquired  Knowledge  Systems  Concepts, 
Inc.  of  Rome  (NY)  for  $1.8  million  plus  contingent  payments 
based  on  future  performance.  Knowledge  Systems  is  a high- 
technology  research  and  development  company  that  provides 
professional  services  primarily  to  the  Department  of  Defense. 
The  acquisition  added  expertise  in  requirements  analysis, 
research,  and  development  to  Sterling's  Intelligence  and  Military 
Division  within  its  Federal  Systems  Group. 

• During  1991,  Sterling's  Systems  Software  Group  acquired  Tefen 
Lab,  a software  development  facility,  from  Policy  Management 
Systems  Corporation.  Tefen  Lab,  located  in  Tefen  (Israel),  will 
focus  on  network  management  software  solutions  and  on  porting 
existing  Sterling  systems  software  products  to  run  in  a LAN 
environment. 

• In  December  1991,  Sterling  finalized  the  acquisition  of  National 
Systems  Corporation  (NSC)  of  New  York  (NY).  NSC  is  a 
software  and  services  firm  that  specializes  in  systems  for  money 
transfer,  cash  management,  and  banking  EDI.  The  acquisition  of 
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NSC  provides  Sterling  with  an  entry  into  the  electronic  payments 
market,  which  is  complementary  to  Sterling's  existing  EDI 
markets.  NSC's  operations  have  been  merged  into  the  EDI 
Group. 

• In  January  1992,  Sterling  acquired  Prosmake,  a software 
development  group  based  in  Japan.  Prosmake  now  operates  as 
Tokyo  Lab  within  Sterling's  Systems  Software  Group. 

• In  early  1992,  Sterling's  Systems  Software  Group  acquired 
Dynatest  for  Windows,  a programming  aid,  from  Innovative 
Business  Systems. 

Fiscal  1991  revenue  reached  $220.7  million,  a 13%  increase  over 
fiscal  1990  revenue  of  $195.4  million.  Net  income  rose  8%,  from 
$9.7  million  in  fiscal  1990  to  $10.5  million  in  fiscal  1991.  In  the  five- 
year  summary  that  follows,  financials  have  been  restated  to  reflect  a 
change  in  the  method  of  accounting  for  software  revenue: 


STERLING  SOFTWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

9/88 

9/87 

Revenue 

$220.7 

$195.4 

$177.7 

$160.6 

$130.3 

• Percent  increase 
from  previous  year 

13% 

10% 

11% 

23% 

N/A 

Income  from  continuing 
operations  before  income 
taxes  and 
extraordinary  items 

$16.8 

$13.8 

$11.0 

N/A 

N/A 

• Percent  increase 
from  previous  year 

22% 

25% 

N/A 

N/A 

N/A 

Income  (loss)  from 
discontinued  operations, 
net  of  income  taxes 

_ 

$0.5 

_ 

$(8.0) 

$0.4 

Extraordinary  items  (a) 

$0.4 

$1.1 

$2.8 

$4.8 

$0.4 

Net  income 

$10.5 

$9.7 

$9.4 

N/A 

N/A 

• Percent  increase 
from  previous  year 

8% 

3% 

N/A 

N/A 

N/A 

Net  earnings  (loss) 
per  share 

$0.85 

$0.84 

$0.81 

$(0.64) 

$0.49 

• Percent  increase 
(decrease)  from 
previous  year 

1% 

4% 

227% 

(231%) 

N/A 

(a)  Includes  gains  (losses)  on  early  retirement  of  debt,  net  of  applicable  income  taxes. 
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Sterling  management  attributes  fiscal  1991  results  to  the  following: 

• Systems  Software  Group  revenue  increased  19%  ($13.3  million) 
due  to  increased  sales  of  storage  management,  application 
development,  and  data  communications  products.  Product 
support  revenue  was  up  23%  ($7.4  million),  reflecting  continued 
increases  in  the  installed  customer  base. 

• EDI  Group  revenue  increased  37%  ($1 1.9  million)  due  to  a $3.3 
million  increase  in  EDI  product  sales,  a $3.1  million  increase  in 
product  support  revenues,  and  a $5.6  million  increase  in  network 
service  revenue.  In  addition  to  increased  product  sales  of  EDI 
translation  software,  the  group  continued  its  expansion  into 
foreign  markets,  moving  into  Europe  in  1991. 

• Federal  Systems  Group  revenue  increased  3%  ($2.9  million)  due 
to  higher  contract  billings  in  the  Systems  and  Scientific  Division, 
which  was  partially  offset  by  lower  contract  billings  in  the 
Intelligence  and  Military  Division. 

Product  development  costs  were  nearly  $10  million  in  fiscal  1991, 
net  of  $12.0  million  in  capitalized  costs.  In  fiscal  1990,  product 
development  expense  was  $8.8  million,  net  of  $8.8  million  of  costs 
capitalized. 

Revenue  for  the  six  months  ending  March  31,  1992  reached  $118.4 
million,  compared  to  $102.9  million  for  the  same  period  in  1991. 

Net  income  was  $5.7  million,  compared  to  $4.7  million  for  the  same 
period  a year  ago. 

During  fiscal  1991,  Sterling  restructured  certain  operations  of  its 
former  Applications  Software  Group  to  take  advantage  of  a growing 
overlap  in  its  banking  software  and  EDI  businesses.  Sterling  is 
currently  organized  into  three  business  groups  and  various 
operating  divisions  as  follows: 

• The  Systems  Software  Group,  headquartered  in  Woodland  Hills 
(CA)  with  about  500  employees,  provides  systems  software 
products  and  associated  support  services  through  the  following 
units: 

- The  Dylakor  Division,  headquartered  in  Chatsworth  (CA), 
provides  a family  of  file  management  report  writer  products 
with  micro-to-mainframe  links  to  increase  programmer 
productivity.  This  division  also  includes  the  operations  of  the 
former  Answer  Systems  Division,  headquartered  in  Woodland 
Hills  (CA),  which  markets  application  development  products 
for  users  of  mainframes,  minicomputers,  and  microcomputers; 
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CASE  front-end  and  repository  products;  and  develops 
products  for  certain  hardware  and  software  manufacturers  to 
access  data  housed  on  IBM  mainframes. 

- The  AD  Labs  Division,  headquartered  in  Montreal  (Canada) 
and  with  satellite  labs  in  North  America,  supplies  research 
and  development  capabilities  for  the  products  marketed  by 
the  Dylakor  Division. 

- The  Systems  Software  Marketing  Division,  headquartered  in 
Rancho  Cordova  (CA),  markets  storage  management  and 
data  communications  products  domestically. 

- The  Software  Labs  Division,  headquartered  in  San 
Bernardino  (CA),  supplies  research  and  development 
capabilities  for  the  products  offered  by  the  Systems  Software 
Marketing  Division.  This  division  also  includes  the  acquired 
operations  of  the  Tokyo  Lab  and  Tefen  Lab. 

- The  Sterling  Software  International  Division,  headquartered 
in  London  (England),  markets  products  developed  by  AD 
Labs  and  Software  Labs  internationally. 

The  Federal  Systems  Group,  headquartered  in  Palo  Alto  (CA) 
with  about  1,000  employees,  provides  professional  and  systems 
integration  services  and  systems  operations  that  support  both 
military  and  non-military  projects  for  the  federal  government 
through  the  following  units: 

- The  NASA/Ames  Division,  headquartered  in  Palo  Alto  (CA), 
provides  professional  services  and  systems  operations  to  the 
NASA/Ames  Research  Center  in  Mountain  View  (CA). 

- The  Intelligence  and  Military  Division  (IMD),  headquartered 
in  Bellevue  (NE),  primarily  serves  the  Department  of  Defense 
(DoD)  and  national  intelligence  agencies.  IMD's  business 
focus  is  to  provide  customized  software  services  for 
automation  of  classified  programs  for  the  federal  government. 

- The  Systems  and  Scientific  Division,  headquartered  in  Palo 
Alto  (CA),  provides  two  distinct  services:  general  technical 
professional  support  services  and  services  in  specific 
technology  niches  and  specialty  scientific  application 
disciplines. 

- The  Software  Products  Division  (formerly  the  Special 
Programs  Department)  emphasizes  workstation  visualization 
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graphics  and  animation  and  UNIX  networking  software 
products  for  commercial  markets. 

• The  EDI  Group,  headquartered  in  Dublin  (OH)  with  over  450 

employees,  includes  the  following  divisions: 

- Sterling's  existing  ORDERNET  Services  Division, 
headquartered  in  Dublin  (OH),  provides  EDI  network 
services,  communications  and  translation  software  products, 
and  education  services  primarily  to  the  grocery, 
pharmaceutical,  medical,  retail,  hardgoods,  and  transportation 
industries. 

- The  ORDERNET  International  Division,  headquartered  in 
London,  handles  Sterling's  EDI  business  overseas. 

- The  EDI  Labs  Division,  headquartered  in  Dublin  (OH), 
provides  technical  support  for  the  ORDERNET  Services  and 
ORDERNET  International  Divisions.  The  division  is  also 
responsible  for  the  development  and  support  of  all  software 
products  and  systems  for  Sterling's  EDI  network  services  and 
for  EDI  software  users.  The  EDI  Labs  Division  will  focus  on 
the  development  of  the  next  generation  of  EDI  software  and 
systems. 

- The  Directions  Division,  based  in  Dallas  (TX),  provides  check 
processing  and  electronic  payments  software  products  for 
banks  with  IBM  and  compatible  mainframes. 

A three-year  financial  summary  by  business  group  follows: 
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STERLING  SOFTWARE,  INC. 
THREE-YEAR  FINANCIAL  SUMMARY 
BY  BUSINESS  GROUP 
($  millions) 


FISCAL  YEAR 

9/91 

9/90 

9/89 

ITEM 

$ 

PERCENT 
OF  TOTAL 

$ 

PERCENT 
OF  TOTAL 

$ 

PERCENT 
OF  TOTAL 

Revenue 

- Systems  Software 

$83.3 

38% 

$70.0 

36% 

$60.3 

34% 

- Federal  Systems 

84.0 

38% 

85.5 

44% 

82.6 

46% 

- EDI 

43.6 

20% 

31.8 

16% 

20.4 

12% 

- Corporate  and  other 

9.8 

4% 

8.1 

4% 

14.4 

8% 

$220  7 

100% 

$195.4 

100% 

$177.7 

100% 

Operating  profit 

- Systems  Software 

$17.0 

82% 

$14.6 

94% 

$12.2 

86% 

- Federal  Systems 

6.3 

30% 

7.6 

49% 

7.3 

52% 

- EDI 

11.9 

58% 

7.5 

48% 

6.3 

45% 

- Corporate  and  other 

HA5) 

170%) 

X1A2) 

191%) 

ILLZ) 

(83%) 

$20.7 

100% 

$15.5 

100% 

$14.1 

100% 

Major  competitors,  by  operating  group,  include  the  following: 

• Systems  Software  Group:  Computer  Associates 

• EDI  Group:  GE  Information  Services,  BT  North  America, 
Kleinschmidt,  and  EDI  Solutions 

• Federal  Systems:  Computer  Sciences  Corporation  and  Boeing 
Computer  Services 


Key  Products  and  INPUT  estimates  that  approximately  27%  of  Sterling's  fiscal  1991 
Services  revenue  was  derived  from  professional  services;  9%  from  systems 

operations  services;  2%  from  systems  integration  services;  38% 
from  systems  software  products  and  associated  support  services; 

11%  from  EDI  software  products  and  9%  from  EDI  network 
services;  and  4%  from  other  applications  software  and  corporate 
items. 

A three-year  summary  of  source  of  revenue,  as  provided  by  Sterling, 
follows: 
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STERLING  SOFTWARE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/91 

9/90 

9/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Products  (a) 

$67.0 

30% 

$55.5 

28% 

$49.5 

28% 

Product  support 

49.4 

23% 

39.2 

20% 

33.7 

19% 

Services  (b) 

104.3 

47% 

100.7 

52% 

94.5 

53% 

TOTAL 

$220.7 

100% 

$195.4 

100% 

$177.7 

100% 

(a)  Includes  applications  and  systems  software  products. 

(b)  Includes  professional  services,  systems  operations,  systems  integration,  and  EDI  network 
services. 


Sterling's  products  and  services  are  summarized  in  separate  INPUT 
profiles  on  each  of  the  company's  operating  groups. 


Industry  Markets  Approximately  38%  of  Sterling’s  total  fiscal  1991  revenue  was 

derived  from  cross-industry  sales  and  support  of  its  systems  software 
products,  and  38%  was  derived  from  the  federal  government.  The 
remaining  24%  was  derived  from  the  wholesale  and  retail 
distribution,  manufacturing,  transportation,  health  care,  and 
banking  and  finance  industries. 

Sterling  has  more  than  5,000  customers,  including  90  of  the  Fortune 
100  U.S.  industrial  corporations,  and  over  85  of  the  100  largest 
commercial  banks. 

As  of  September  30,  1991,  Sterling  was  providing  products  or 
services  to  the  federal  government  under  approximately  100 
separate  contracts. 


Geographic  Approximately  88%  of  Sterling’s  fiscal  1991  revenue  was  derived 

Markets  from  the  U.S.  and  Canada.  The  remaining  12%  was  derived 

primarily  from  Western  Europe. 

A three-year  summary  of  geographic  source  of  revenue  follows: 
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STERLING  SOFTWARE,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

9/91 

9/90 

9/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S.  and  Canada 

$194.7 

88% 

$175.6 

90% 

$160.0 

90% 

International 

26.0 

12% 

19.8 

10% 

17.0 

10% 

TOTAL 

$220.7 

100% 

$195.4 

100% 

$177.7 

100% 

Sterling  leases  offices  and  facilities  in  approximately  30  U.S.  and 
Canadian  cities,  and  in  other  countries. 

• Major  U.S.  facilities  are  located  in  Chatsworth,  Palo  Alto, 
Rancho  Cordova,  San  Bernardino,  and  Woodland  Hills  (CA); 
Cleveland  and  Dublin  (OH);  Bellevue  (NE);  Rome  (NY);  and 
Dallas  (TX). 

• Major  international  facilities  are  located  in  the  U.K.,  France, 
Canada  (3),  Germany,  Norway,  Japan,  Australia,  Italy,  and 
Israel. 

INPUT  estimates  that  Sterling's  U.S.  fiscal  1991  revenue  ($185 
million)  was  derived  approximately  as  follows: 


Professional  services 

31% 

Systems  software 

32% 

Applications  software 

13% 

Systems  operations 

11% 

Network  services 

10% 

Systems  integration 

3% 

100% 

Computer  Sterling's  data  center  in  Dublin  (OH)  supports  the  company's  EDI 

Hardware  and  clients  with  Amdahl  computers. 

Software 
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Sterling  Software,  Inc. 


President  & CEO:  Sterling  L.  Williams 
8080  North  Central  Expressway 
Suite  1100 


Dallas,  TX 

Phone: 

Fax: 

Internet: 


75206-1895 

(214)  891-8600 
(214)  739-0535 
Http://www.sterling.com 


STERLING 

SOFTWARE 


Status:  Public 

Employees:  3,600+  (4/96) 

Revenue:  $588,167,000 

Fiscal  Year  End:  9/30/95 


Key  Points 

• Sterling  Software  is  a worldwide  leader  in 
electronic  commerce  software  and  services, 
applications  management  software,  systems 
management  software,  and  professional 
services  to  the  government. 

• In  March  1996,  Sterling  completed  an  initial 
public  offering  of  18%  of  Sterling  Commerce, 
Inc.,  Sterling’s  electronic  commerce  business 
unit. 


• Sterling  presently  intends  to  distribute  pro 
rata  its  remaining  82%  ownership  in 
Sterling  Commerce  to  Sterling  Software 
shareholders.  Although  still  subject  to 
certain  approvals,  the  distribution  is 
expected  to  occur  by  September  30,  1996. 

• In  late  1994,  Sterling  completed  the 
acquisition  of  KnowledgeWare  for  $106 
million,  adding  a substantial  line  of 
applications  development  software  and 
services  to  its  offerings. 

• During  fiscal  1995,  Sterling  acquired 
MAXXUS,  Inc.,  a leading  provider  of  PC- 
based  cash  management  software, 
expanding  Sterling’s  bank  customer  base 
electronic  commerce  offerings  to  include 
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products  and  services  for  small  and 
medium-sized  financial  institutions. 

Company  Description 

Sterling  Software  is  a worldwide  supplier  of 
software  products  and  services  within  the 
electronic  commerce,  systems  management 
and  applications  management  software 
markets  and  also  px’ovides  technical 
professional  services,  systems  integration,  and 
outsourcing  services  to  certain  sectors  of  the 
federal  government. 

Founded  in  1981,  Sterling  has  grown  rapidly 
through  a combination  of  internal 
development  and  25  strategic  business 
acquisitions. 

The  company  employs  more  than  3,600  people 
in  75  offices  worldwide  and  has  approximately 
40,000  customer  sites  in  more  than  60 
countries. 

Organization  and  Structure 

Sterling  is  organized  into  five  business 
groups/units  and  twenty  divisions/groups,  as 
shown  in  the  exhibit  on  the  following  page. 

Sterling  Commerce,  Inc.,  headquartered  in 
Dallas  (TX)  with  about  1,000  employees, 
provides  electronic  data  interchange  (EDI) 
software  and  network  services,  data 
communications  software,  and  electronic 
payments  software  for  financial  institutions 
through  five  groups. 

• Sterling  formed  Sterling  Commerce,  Inc.  in 
December  1995  as  a subsidiary  to  hold  the 
businesses  of  Sterling’s  Electronic 
Commerce  Group. 

• In  March  1996,  the  company  made  an  initial 
public  offering  of  18%  of  Sterling  Commerce. 

The  Systems  Management  Group, 
headquartered  in  Washington,  D.C.  with 


approximately  400  employees,  provides 
systems  management  software  products  for 
computing  environments  across  the 
enterprise.  The  group  operates  through  three 
divisions  that  specialize  in  storage 
management,  VM  systems  management  and 
operations  management  software. 

The  Applications  Management  Group, 
headquartered  in  Atlanta  (GA)  with 
approximately  350  employees,  provides 
products  for  developing  new  applications  and 
revitalizing  existing  applications.  This  group 
was  reorganized  in  October  1995  into  four 
divisions  focused  on  the  specific  target 
markets  the  group  services. 

The  Federal  Systems  Group,  headquartered  in 
the  Washington,  D.C.  area  with 
approximately  1,100  employees,  provides 
professional  services,  systems  integration,  and 
systems  operations  services.  The  group  is 
composed  of  two  divisions  that  provide  highly 
specialized  services  to  the  federal  government. 

The  International  Group,  headquartered  in 
Paris  (France)  with  approximately  500 
employees,  is  the  exclusive  channel  for 
international  markets  for  Sterling  Software’s 
products. 

• The  International  Group  also  has  a three- 
year  exclusive  marketing  and  services 
agreement  with  Sterling  Commerce  for  its 
communications  software  and  interchange 
software  products. 

• The  group  operates  through  six  regional 
divisions  representing  four  regions  of 
Europe,  Asia/Pacific  and  other  countries 
throughout  the  world.  The  products  are  sold 
and  supported  through  30  offices  in  17 
countries  and  through  trained  agents  and 
distributors  in  36  additional  countries. 
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Sterling  operates  75  offices  worldwide. 

• Major  U.S.  facilities  are  in  the  metropolitan 
areas  of  Los  Angeles,  Palo  Alto,  San 
Francisco,  Sacramento  and  San  Bernardino 
(CA);  Atlanta  (GA);  Columbus  (OH);  Omaha 
(NE);  New  York  City  and  Rome  (NY); 
Washington,  D.C.;  and  Dallas  (TX). 

• Major  international  facilities  are  in  London 
and  Reading  (England);  Paris  (France); 
Ottawa  (Canada);  Dusseldorf,  Stuttgart, 
and  Frankfurt  (Germany);  Zurich 
(Switzerland);  Brussels  (Belgium); 
Nieuwegein  (the  Netherlands);  Stavanger 
and  Oslo  (Norway);  Kista  (Sweden);  Tokyo 
(Japan);  Sydney  and  Melbourne  (Australia); 
Rome,  Milan,  and  Turin  (Italy);  and  Tefen 
(Israel). 

Company  Strategy 

Sterling’s  strategy  since  its  inception  has  been 
to  choose  target  markets  with  growth  and 
profit  potential  and  to  focus  on  acquiring  and 
developing  products  and  services  for  those 
specific  markets.  Sterling  had  identified 
Electronic  Commerce,  Applications 
Management,  Systems  Management,  and 
Federal  Systems  as  its  target  markets. 

To  serve  each  market  effectively,  Sterling  uses 
a decentralized  management  style  designed  to 


place  responsibility  for  service  and  decision- 
making as  close  to  the  customer  as  possible. 
Additionally,  these  separate  business  units 
can  adapt  quickly  to  changing  customer 
requirements  and  to  competitive  or 
technological  changes  in  their  respective 
markets. 

• Each  major  market  is  represented  through 
independently  operated  business  groups 
consisting  of  divisions  focused  on  selected 
market  niches. 

• The  divisions,  organized  as  freestanding 
businesses,  are  based  on  a worldwide  model 
designed  by  Sterling.  Each  division  has  its 
own  president,  management  team,  sales, 
marketing  and  development  functions. 

Financials 

Sterling  Software’s  fiscal  1995  revenue 
reached  $588.2  million,  a 24%  increase  over 
fiscal  1994  revenue  of  $473.4  million. 

• Net  income  of  $9.3  million  includes 
restructuring  charges  of  $19.5  million  and 
purchased  research  and  development  costs 
of  $62  million  associated  with  the 
acquisition  of  Knowledge  Ware  in  1994. 

• A five-year  financial  summary  appears  on 
the  following  page. 
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Sterling  Software,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

9/91 

Revenue 

$588.2 

$473.4 

$416.1 

$378.4 

$333.4 

• Percent  change  from 
previous  year 

24% 

14% 

10% 

13% 

20% 

Income  (loss)  before  taxes 

$52.9 

$92.6 

$(47.8) 

$5.4 

$(12.3) 

• Percent  change  from 

(a) 

(b) 

(b) 

(b) 

previous  year 

(43%) 

293% 

(985%) 

144% 

N/A 

Net  income  (loss) 

$9.3 

$58.3 

$(37.1) 

$(5.2) 

$(2.0) 

• Percent  change  from 
previous  year 

(84%) 

257% 

(c) 

(623%) 

(60%) 

N/A 

Earnings  (loss)  per  share 

$0.39 

$2.31 

$(2.18) 

$(0.43) 

$(0.48) 

• Percent  change  from 
previous  year 

(83%) 

206% 

(421%) 

10% 

N/A 

(a)  Includes  restructuring  charges  of  $19.5  million  and  $62  million  of  purchased  research  and  development 
costs  related  to  the  acquisition  of  KnowledgeWare  in  1994. 


(b)  Includes  restructuring  and/or  retroactive  charges  of  $91.3  million,  $11.5  million,  and  $23. 1 million  in  fiscal 
1993,  1992.  and  1991,  respectively,  associated  with  the  acquisition  of  Systems  Center  in  July  1993. 

(c)  Includes  a $1.5  million  extraordinary  loss  on  extinguishment  of  debt  and  a $2. 8 million  loss  from  the 
cumulative  effect  of  a change  in  accounting  principle. 


Revenue  Analysis  by  Product  / Service 

A three-year  financial  summary  by 
operating  group,  as  provided  by  Sterling,  is 
shown  on  the  following  page. 

The  following  discussion  relates  to  the 
operations  of  Sterling  prior  to  the  public 
offering  of  Sterling  Commerce  (Electronic 
Commerce  Group)  common  stock. 

Electronic  Commerce  Group  revenue 
increased  31%  during  fiscal  1995. 

• Service  revenue,  primarily  from  network 
processing  of  EDI  documents,  increased 
39%  over  fiscal  1994  due  to  the  growth  in 
existing  network  customer  volume  and  the 
addition  of  new  customers  to  the  network, 
primarily  in  the  health  care,  grocery,  retail 
and  hardlines  vertical  markets. 


• The  number  of  network  customers  grew 
from  9,000  as  of  September  30,  1994  to 
approximately  11,300  as  of  September  30, 
1995. 

• Product  revenue  increased  30%  and 
product  support  revenue  increased  24% 
over  fiscal  1994.  The  three  product  lines — 
communications  software,  banking 
systems  and  interchange  software — each 
had  revenue  growth  in  product  and 
product  support  revenue  due  to  sales  of 
new  products  from  businesses  acquired  in 
1994  (American  Business  Computer),  new 
product  releases,  the  addition  of  new 
customers,  some  product  price  increases, 
and  a continuing  expansion  of  the 
installed  customer  base  for  product 
support  revenue. 
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Sterling  Software,  Inc. 

Three-Year  Financial  Summary  by  Business  Group 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Business  Group  (a) 

$ 

Percent  of 
Total 

$ 

Percent  of 
Total 

$ 

Percent  of 
Total 

Revenue 

- Electronic  Commerce 

$217.8 

37% 

$166.2 

35% 

$122.6 

29% 

- Systems  Management 

154.7 

26% 

141.7 

30% 

136.2 

33% 

- Applications  Management 

107.2 

18% 

49.9 

10% 

47.8 

11% 

- Federal  Systems 

101.7 

17% 

107.0 

23% 

100.8 

24% 

- Corporate  and  other 

6J3 

1% 

8J 

2% 

8 7 

2% 

Total  * 

$588.2 

100% 

$473.4 

100% 

$416.1 

100% 

Operating  profit  (loss) 

- Electronic  Commerce 

$71.0 

140% 

$49.0 

51% 

$24.8 

- Systems  Management 

55.5 

109% 

49.0 

51% 

28.1 

~ 

- Applications  Management 

21.3 

42% 

11.3 

12% 

10.0 

— 

- Federal  Systems 

6.6 

13% 

7.3 

8% 

6.3 

- 

- Restructuring  charges 

(19.5) 

(38%) 

- 

-- 

(91.3) 

- 

- Purchased  R&D 

(62.0) 

(122%) 

-- 

- 

- 

— 

- Corporate  and  other 

(224) 

(44%) 

(2111 

(22%) 

( 227 1 

— 

Total 

$50.8 

100% 

$95.5 

100% 

$(44.8) 

- 

* Differences  due  to  rounding. 


(a)  International  Group  results  are  included,  as  applicable,  in  Sterling’s  Systems  Management,  Electronic 
Commerce  and  Applications  Management  segments.  International  Group  revenue  was  approximately 
$158.4  million,  $103.8  million,  and  $96.3  million  and  operating  profit  (loss)  was  $26.4  million,  $14.3  million, 
and  $(1.2  million)  for  fiscal  1995,  1994,  and  1993,  respectively. 


• Approximately  12%  ($26  million)  of  the 
Electronic  Commerce  Group’s  fiscal  1995 
revenue  was  derived  from  the  International 
Group  and  compared  to  11%  ($18  million)  in 
fiscal  1994. 

Systems  Management  Group  revenue 
increased  9%  during  fiscal  1995,  primarily 
due  to  an  increase  of  18%  in  product  revenue. 

• Revenue  from  software  products  and 
product  support  contracts  increased  in 
storage  management  and  operations 
management  product  lines  and  was  partially 
offset  by  a decrease  in  VM  software  product 
support  revenue.  The  VM  product  support 


revenue  decrease  was  due  primarily  to  a 
consolidation  and  downsizing  by  customers 
using  the  VM  operating  system. 

• Approximately  54%  ($84  million)  of  the 
System  Management  Group’s  fiscal  1995 
revenue  was  derived  from  the  International 
Group,  compared  to  53%  ($75  million)  in 
fiscal  1994. 

Applications  Management  Group  revenue 
increased  115%  during  fiscal  1995  primarily 
due  to  the  acquisition  of  KnowledgeWare  in 
November  1994. 
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• As  a direct  result  of  the  acquisition,  all  the 
components  of  revenue  increased — product 
revenue  increased  117%,  product  support 
revenue  increased  73%,  and  services 
revenue  (primarily  consulting  services) 
increased  significantly. 


• Product  support  revenue  in  fiscal  1995  was 
negatively  impacted  by  approximately  $13.7 
million  due  to  the  application  of  purchase 
price  accounting  guidelines  that  prohibit  the 
post-acquisition  recognition  of  the  deferred 
revenue  acquired  in  an  acquisition. 


• Consulting  and  training  services  revenue, 
previously  an  immaterial  component  of  the 
Application  Management  Group’s  revenue, 
represented  12%  ($13  million)  of  total 
revenue  during  fiscal  1995. 


• Approximately  39%  ($42  million)  of  the 
Application  Management  Group’s  fiscal 
1995  revenue  was  derived  from  the 
International  Group,  compared  to  22%  ($11 
million)  in  fiscal  1994. 


Federal  Systems  Group  revenue  decreased  5% 
during  fiscal  1995,  primarily  due  to  lower 


contract  billings  at  NASA  Ames  resulting 
from  lower  billable  costs  and  fewer  federal 
conti’acts  than  in  fiscal  1994. 

International  Group  revenue  (reported  with 
other  business  groups)  increased  53%  during 
fiscal  1995. 

A large  percent  of  Sterling’s  business  is 
recurring  business  through  annual  multiyear 
product  support  agreements  generally  having 
terms  ranging  from  one  to  three  years;  fixed- 
term  product  lease  and  rental  agreements 
generally  having  terms  ranging  from  month- 
to-month  to  year-to-year;  short-term 
electronic  commerce  service  agreements 
cancelable  upon  30  days  notice;  and  multiyear 
federal  contracts  generally  having  terms 
ranging  from  one  to  five  years.  Recurring 
revenue  was  58%  ($340  million)  of  total 
revenue  in  fiscal  1995,  compared  to  63%  ($298 
million)  of  total  revenue  in  fiscal  1994. 

A three-year  summary  of  source  of  revenue,  as 
provided  by  Sterling,  is  shown  below. 


Sterling  Software,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Products 

$239.9 

41% 

$178.2 

38% 

$153.8 

37% 

Product  support 

160.0 

27% 

133.8 

28% 

122.3 

29% 

Services 

188.3 

32% 

161.4 

34% 

140.0 

34% 

Total 

$588.2 

100% 

$473.4 

100% 

$416.1 

100% 

Sterling  Software,  Inc. 
April  1996 
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INPUT  estimates  that  approximately  42%  of 
Sterling’s  fiscal  1995  revenue  was  derived 
from  systems  software,  including  systems  and 
applications  management  software  products 
and  associated  support  services;  26%  from 
applications  software,  including  electronic 
commerce/EDI  and  VECTOR  software 
products  and  support,  14%  from  professional 
and  systems  integration  services,  13%  from 
EC/EDI  network  services,  and  5%  from 
systems  operations  supplied  to  government. 
These  figures  are  summarized  below. 


Sterling  Software 
Fiscal  1995  Source  of  Revenue* 


Product/Service 

Revenue 
($  Millions) 

Percent 
of  Total 

Systems  software 

$249 

42% 

Applications  software 

151 

26% 

Professional  services  and 
systems  integration 

85 

14% 

Network  services 

74 

13% 

Systems  operations 

29 

5% 

Total 

$588 

100% 

* INPUT  estimates 


Approximately  37%  of  fiscal  1995  product 
revenue  was  from  non-mainframe  products. 

Interim  Results 

Revenue  for  the  three  months  ending 
December  31,  1995  reached  $148.7  million,  an 
18%  increase  over  $126.4  million  for  the  same 
period  I 1994.  Net  income  reached  $21.3 
million,  up  from  net  losses  of  $61.7  million  for 
the  same  period  a year  ago. 

• The  prior  year’s  results  include  $19.5 
million  in  restructuring  charges  and  $62 
million  in  purchased  research  and 
development  costs  associated  with  the 
acquisition  of  KnowledgeWare.  Net  income 


for  the  prior  year  before  these  charges  was 
$15.2  million. 

• Electronic  Commerce  Group  revenue 
increased  25%  to  nearly  $60  million. 

• Systems  Management  Group  revenue 
increased  6%  to  $35.2  million. 

• Applications  Management  Group  revenue 
increased  32%  to  $26.5  million,  with  product 
support  and  consulting  services  revenue 
increasing  99%  and  61%,  respectively,  offset 
by  an  1 1%  decrease  in  product  sales. 

• Federal  Systems  Group  revenue  increased 
11%  to  $26.3  million. 

• Approximately  43%  of  total  product  revenue 
was  generated  from  non-mainframe 
products. 

Market  Financials 

Approximately  42%  of  Sterling’s  total  fiscal 
1995  revenue  was  derived  from  cross-industry 
sales  and  support  of  its  systems  software 
products  and  19%  from  the  federal 
government.  The  remaining  39%  was  derived 
from  the  wholesale  and  retail  trade, 
manufacturing,  transportation,  health  care, 
and  banking  and  finance  industries. 

Sterling  has  approximately  40,000  customer 
sites,  including  96  of  the  Fortune  100  U.S. 
industrial  corporations  and  99  of  the  top  100 
U.S.  banks. 

Geographic  Markets 

Approximately  71%  of  Sterling’s  fiscal  1995 
revenue  was  derived  from  the  U.S.  and  29% 
from  international  sources. 

A three-year  summary  of  geographic  source  of 
revenue  is  shown  on  the  following  page. 
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Sterling  Software,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

US. 

$416.7 

71% 

$350.6 

74% 

$305.0 

73% 

Europe 

115.0 

20% 

77.6 

16% 

76.9 

19% 

Pacific 

37.7 

6% 

26.4 

6% 

18.7 

4% 

Canada  and  Latin  America 

18.8 

3% 

18.8 

4% 

15.5 

4% 

Total 

$588.2 

100% 

$473.4 

100% 

$416.1 

100% 

Acquisitions 

In  March  1995,  Sterling  acquired  MAXXUS, 
Inc.  of  San  Francisco  (CA). 

• MAXXUS  provides  PC-based  cash 
management  software. 

• The  acquisition  added  200  new  banking 
clients  and  extended  Sterling's  offerings  to 
include  products  and  services  for  small  and 
medium-sized  financial  institutions  and 
complementary  electronic  payment  products 
for  financial  EDI  applications. 

• The  operations  of  MAXXUS  have  been 
merged  into  Sterling  Commerce’s  Banking 
Systems  Group. 

In  November  1994,  Sterling  acquired 
KnowledgeWare,  Inc.  of  Atlanta  (GA)  for 
approximately  $106  million  in  Sterling 
common  stock.  The  acquisition  was  accounted 
for  as  a purchase. 

• KnowledgeWare  provided  applications 
development  software  products  and 
associated  support  services.  The  company 
had  approximately  1,000  employees  at  the 


time  of  the  acquisition  and  annual  revenue 
of  about  $150  million. 

• The  operations  of  KnowledgeWare  have 
been  merged  into  Sterling’s  Application 
Management  Group. 

In  August  1994,  Sterling  acquired  American 
Business  Computer  Company  in  a pooling-of- 
interests  transaction. 

• American  Business  Computer,  based  in 
Detroit  (MI)  with  approximately  40 
employees,  developed,  marketed,  and 
supported  UNIX-based  EDI  products, 
including  products  that  provide  electronic 
commerce  gateway  functionality. 

• The  operations  of  American  Business 
Computer  have  been  merged  into  Sterling 
Commerce. 

Employees 

As  of  September  30,  1995,  Sterling  had 
approximately  3,700  employees,  including  600 
sales  representatives  and  500  product 
development  staff. 
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The  company  currently  has  more  than  3,600 
employees. 

Key  Products  and  Services 

Sterling’s  key  products  and  services  are 
summarized  by  operating  group. 

Sterling  Commerce,  Inc. 

This  subsidiary  provides  software,  network 
services  and  professional  services  to  facilitate 
electronic  commerce,  including  EDI  software 
and  services,  data  communications  software, 
and  electronic  payments  software  for  financial 
institutions,  through  five  groups. 

The  Network  Services  Group,  headquartered 
in  Columbus  (OH),  provides  EDI  network 
services  and  software  under  the  COMMERCE 
family  name.  The  group  has  more  than 
11,300  network  customers  worldwide. 

• Network  services  are  marketed  to  targeted 
vertical  industry  groups,  including 
pharmaceuticals,  hardlines,  grocery,  health 
care,  insurance,  retail,  train-truck-ship 
transportation,  automotive,  chemical  and 
petroleum,  paper  and  packaging,  banking, 
and  government. 

• During  fiscal  1995,  Sterling  launched  its 
network  services  in  Europe. 

The  Interchange  Software  Group,  based  in 
Columbus  (OH),  markets  the  company’s  EDI 
management  software  products  under  the 
GENTRAN  family  name.  The  group  has  more 
than  3,400  EDI  translation  software 
customers  and  a software  lab  in  Toronto. 

The  Communications  Software  Group, 
headquartered  in  Dallas  (TX),  provides  data 
communications  products  under  the 
CONNECT  family  name.  The  group  has 
approximately  2,100  customers. 


• The  CONNECT  family  is  a complete  suite  of 
integrated  file  transfer  and  communications 
management  solutions  that  support  a 
variety  of  protocols,  including  BSC,  SNA, 
X.25,  and  TCP/IP,  on  a variety  of  operating 
systems  and  hardware  platforms,  including 
MVS,  VSE,  VM,  Tandem,  VMS,  AS/400, 
UNIX,  MS-DOS,  OS/2,  NetWare,  Windows, 
and  Windows  NT.  The  products  provide 
full-function  automated  file  transfer  for 
clients  of  all  industry  classifications. 

The  Banking  Systems  Group,  headquartered 
in  Dallas  (TX),  specializes  in  software  for  the 
item-processing  and  financial  EDI  operations 
of  major  banks.  The  group  markets  the 
VECTOR  family  of  products.  Approximately 
2,000  VECTOR  systems  have  been  installed 
by  approximately  750  financial  institutions 
worldwide,  including  99  of  the  top  100  U.S. 
banks. 

• VECTOR  products  are  used  by  major  banks 
for  item  processing  applications,  such  as 
statement  sorting,  research  and 
adjustments,  check  fraud  control,  electronic 
check  presentment,  return  item  processing, 
and  signature  verification.  The  products 
also  enable  banks  to  provide  integrated 
corporate  trade  payment  processing  services 
for  both  paper-based  check  payments  and 
electronic  payments. 

• VECTOR: Connexion  provides  financial  EDI 
payment  services  for  banks’  key  corporate 
customers  and  is  used  by  41  of  the  top  100 
largest  U.S.  bank  holding  companies. 

• Approximately  2,000  VECTOR  systems  have 
been  installed  by  approximately  750 
financial  institutions  worldwide. 

The  International  Group  markets  network 
services  and  related  products  outside  of  North 
America,  primarily  in  Europe. 
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Systems  Management  Group 

The  Storage  Management  Division, 
headquartered  in  Sacramento  (CA),  pi'ovides 
software  under  the  SAMS  family  name  that 
manages,  monitors,  and  automates  data 
storage  in  both  distributed  and  centralized 
environments. 

The  VM  Software  Division,  headquartered  in 
Reston  (VA),  provides  integrated  systems 
management  software  for  the  VM  operating 
system. 

The  Operations  Management  Division, 
headquartered  in  Reston  (VA),  provides 
network  management  and  systems 
management  products  under  the  SOLVE 
family  name. 

Applications  Management  Group 
This  group  provides  products  for  developing 
new  applications  and  revitalizing  existing 
applications,  as  well  as  consulting  services. 

The  Applications  Development  Division, 
headquartered  in  Atlanta  (GA),  markets 
scalable  PC-based  products  and  services  for 
applications  development  under  the  KEY 
family  name. 

The  Information  Management  Division, 
headquartered  in  Woodland  Hills  (CA), 
markets  systems  software  products  and 
services  under  the  VISION  family  name  that 
reconcile  legacy  and  new  software 
development  strategies. 

The  Data  Access  Division,  headquartered  in 
Fairfield  (IA),  markets  products  and  services 
under  the  CLEAR  family  name  that  enable 
business  users  to  access  corporate  data. 

The  Desktop  Integration  Division  (formerly 
the  Frontware  Division),  headquartered  in 
Redwood  City  (CA),  provides  software 
products  and  services  under  the  STAR  family 


name  that  assist  organizations  in  their 
delivery  of  client/server  applications  that 
integrate  desktop  systems  with  an  operational 
host. 

Federal  Systems  Group 

This  group  provides  professional  and  systems 
integration  services  and  systems  operations 
that  support  both  military  and  nonmilitary 
products  for  the  federal  government. 

The  Information  Technology  Division, 
headquartered  in  Omaha  (NE)  with  an  office 
in  Washington,  D.C.,  serves  military 
command  and  control,  intelligence,  and 
weather  agencies. 

• The  division  specializes  in  data  handling, 
secure  communications,  networking, 
systems  integration,  and  application 
development  in  support  of  varied  technical 
projects  ranging  from  satellite  data 
collection  to  counter-terrorism. 

• Division  computing  resources  include  data 
processing  facilities  approved  for  classified 
operations  and  substantial  hardware  and 
software  configurations  to  support  software 
life  cycle  activities  in  a distributed 
processing  environment. 

The  Scientific  Systems  Division, 
headquartered  in  Redwood  City  (CA), 
combines  Sterling’s  former  Scientific  Systems 
and  NASA  Ames  divisions.  This  unit  provides 
scientific  software  support  and  professional 
services  to  civil  sectors  of  the  federal 
government,  particularly  in  scientific  and 
engineering  areas,  and  specialty  software 
products  in  advanced  graphics,  visualization, 
and  virtual  reality. 

• The  division’s  contracts  include  projects 
such  as  spacecraft  imagery  and  scientific 
data  systems  and  applications  such  as 
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aerodynamics,  aviation  research,  and 
transportation  safety. 

• Under  contract  to  NASA,  the  division’s 
engineers  designed  and  now  operate  the 
NASA  Science  Internet  and  designed  and 
installed  the  World  Wide  Web  server  home 
page  for  the  White  House. 

• Customers  include  the  Jet  Propulsion 
Laboratory,  the  NASA  Ames  Research 
Center,  the  NASA  Lewis  Research  Center, 
and  the  MIT  Lincoln  Laboratory. 

The  Federal  Electronic  Commerce  Division, 
formed  in  July  1995,  was  merged  back  into 
the  electronic  commerce  businesses  effective 
with  the  Sterling  Commerce  initial  public 
offering. 

Marketing  and  Sales 

Consistent  with  its  decentralized  operating 
style,  Sterling  conducts  its  sales  and 
marketing  activities  in  multiple  software 
divisions  focused  on  specific  product  markets. 
Sterling  sells  its  products  and  services 
through  a combination  of  direct  sales  and 
telesales  organizations,  and,  in  certain 
countries,  through  independent  agents  and 
distributors. 

Each  division  within  the  Electronic 
Commerce,  Systems  Management  and 
Application  Management  Groups  has  its  own 
U.S.  sales  and  marketing  organizations. 

The  International  Group  is  the  channel  to 
international  markets  for  Sterling  products. 
The  group  also  has  a three-year  exclusive 
marketing  and  services  agreement  with 
Sterhng  Commerce  for  communications 
software  and  interchange  software  products. 

• The  group  operates  through  six  regional 
divisions  representing  four  regions  of 
Europe,  Asia/Pacific  and  a division 


representing  the  smaller,  emerging  growth 
markets  located  throughout  the  world. 

• Each  division  is  responsible  for  sales, 
marketing,  and  first-level  support  for  all 
Sterling  products  and  services  in  its 
x*espective  region. 

• The  Northern  Europe  Division, 
headquartered  in  London  (England)  has 
responsibility  for  direct  sales  in  the  U.K., 
Belgium,  the  Netherlands,  Norway,  and 
Sweden  and  has  offices  in  eight  European 
cities. 

• The  Central  Europe  Division,  headquartered 
in  Dusseldorf  (Germany),  has  responsibility 
for  direct  sales  in  Germany,  Switzerland, 
and  Austria  and  has  offices  in  five  European 
cities. 

• The  Southern  Europe  Division, 
headquartered  in  Rome  (Italy),  has 
responsibility  for  direct  sales  in  Italy,  Spain, 
and  Portugal,  and  indirect  sales  in  Italy  and 
has  offices  in  four  European  cities. 

• The  France  Division,  with  an  office  in  Paris, 
has  responsibility  for  direct  sales  in  France. 

• The  Pacific  Division,  headquartered  in 
Tokyo  (Japan),  with  an  office  in  Sydney,  has 
responsibility  for  direct  sales  in  Japan, 
Australia,  and  New  Zealand  and  indirect 
sales  in  Japan. 

• The  Emerging  Markets  Division  (formerly 
the  Distributor  Division),  headquartered  in 
London,  manages  approximately  74  agents 
and  distributors  and  also  has  responsibility 
for  direct  sales  in  Singapore.  Agents  and 
distributors  are  responsible  for  territories 
that  include  Asia  (except  Japan),  the  Middle 
East,  South  Africa,  Eastern  Europe,  Mexico, 
and  Central  and  South  America. 
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Alliances 

Sterling  has  a range  of  alliances/agreements 

with  various  vendors,  including  the  following: 

• In  January  1996,  Sterling  and  SAP  America 
formed  an  electronic  commerce  alliance 
whereby  Sterling  will  work  with  SAP  to 
develop  custom-tailored  EDI  maps  for  North 
American  automotive  industry  companies 
between  GENTRAN: Server  and  SAP  R/3 
client/server  applications  to  effectively 
manage  the  supply  chain. 

Competition 

Major  competitors,  by  operating  group, 

include  the  following: 

• Sterling  Commerce:  GE  Information 
Services,  Advantis,  BT/MCI,  Harbinger, 
Quick  Response  Services,  Inc.  for  network 
services;  Premenos,  Supply  Tech  and  TSI 
International  for  EDI  translation  software; 
Computer  Associates  and  IBM  for 
automated  file  transfer  software;  and 
Computer  Associates  for  banking  software 

• Systems  Management  Group:  Computer 
Associates  and  IBM 

• Applications  Management  Group:  Texas 
Instruments,  Seer  Technologies,  Computer 
Associates,  SAS  Institute,  Business  Objects, 
Cognos,  ClientSoft  (Clientbuilder),  and 
Vmark  (Easel) 

• Federal  Systems  Group:  Computer  Sciences 
Corporation,  PRC,  GTE,  Synectics,  Harris, 
SAIC,  and  Hughes/STX 


INPUT  Assessment 

Sterling’s  strengths  include: 

• A decentralized  organizational  structure 
that  allows  each  business  unit  to  focus  on  its 
targeted  market  segment  and  adjust  quickly 
to  customer  requirements  and  technological 
changes 

• A leadership  position  in  providing  electronic 
commerce  software  and  network  services 

• A strong  base  of  recurring  revenues  (58%  of 
total  revenue  during  fiscal  1995)  from 
product  support  agreements,  product  lease 
and  rental  agreements,  EDI  network 
services  agreements,  and  multiyear  federal 
contracts. 

• A strong  history  of  25  successful 
acquisitions 

• Financial  strength  and  stability — 29 
quarters  of  consecutive  year-over-year 
growth.  In  addition,  after  the  spinoff  of 
Sterling  Commerce,  Sterling  Software  will 
have  more  than  $700  million  in  cash  and 
virtually  no  debt  (the  $115  million  of 
convertible  debentures  were  converted  into 
4.1  million  shares  of  stock  on  February  5, 
1996),  putting  Sterling  in  a good  position  to 
continue  its  acquisition  strategy. 

Challenges  include: 

• Maintaining  Applications  Management 
momentum 

• Accelerating  Systems  Management  growth 
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STERLING  SOFTWARE,  INC. 

8080  North  Central  Expressway 
Dallas,  TX  75206-1895 
(214) 891-8600 


Sam  Wyly,  Chairman 

Sterling  L.  Williams,  President  and  CEO 

Public  Corporation,  AMEX 

Total  Employees:  2,500 

Total  Revenue,  Fiscal  Year  End 


9/30/86:  $233,793,000 


THE  COMPANY 

• Sterling  Software,  Inc.,  founded  in  1981,  provides  a range  of  systems  and 
application  software  products,  professional  services,  processing  services,  and 
turnkey  systems  to  commercial  and  government  clients. 

The  company's  strategy  since  its  inception  has  been  to  choose  target 
markets  with  growth  and  profit  potential  and  to  focus  on  acquiring  and 
developing  products  and  services  for  those  specific  markets. 

Since  1983  Sterling  Software  has  acquired  eight  companies,  the  most 
significant  of  which  was  the  acquisition  of  Informatics  General 
Corporation  in  late  1985  for  $148.4  million. 

Sterling  Software's  primary  target  markets  for  its  products  and 
services  currently  include  federal,  state,  and  local  government;  banking 
and  finance;  wholesale  and  retail  distribution;  legal  services;  and  large 
commercial  corporations. 

• In  the  five-year  financial  summary  that  follows,  results  for  Informatics  are 
included  from  the  date  of  its  acquisition  in  August  1985. 
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STERLING  SOFTWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM  " ■ — 

9/86 

9/85 

9/84 

9/83 

9/82 

Revenue 

$233,793 

$61,964 

$ 18,692 

$9,186 

$2,234 

. Percent  increase 

from  previous  year 

277% 

232% 

103% 

311% 

60% 

Income  before  taxes 

$ 15,259 

$ 5,827 

$ 2,132 

$2,167 

$ 1,142 

. Percent  increase 

(decrease)  from 

previous  year 

162% 

173% 

(2%) 

90% 

186% 

Net  income 

$ 3,780 

$ 2,994 

$ 1,090 

$ 1,154 

$ 630 

. Percent  increase 

(decrease)  from 

previous  year 

26% 

175% 

(6%) 

83% 

169% 

Earnings  per  share 

$ 0.84 

$ 0.47 

$ 0.23 

$ 0.35 

$ 0.42 

. Percent  increase 

(decrease)  from 

previous  year 

79% 

104% 

34% 

(17%) 

N/A 

• Fiscal  1986  revenue  rose  277%,  principally  due  to  the  full  inclusion  of 
Informatics'  results. 


1986  net  income  was  negatively  impacted  by  a one-time  extraordinary 
charge  of  $4.5  million  for  the  prepayment  of  debt  associated  with  the 
acquisition  of  Informatics.  Sterling  Software  had  borrowed  $100 
million  and  issued  $40  million  in  preferred  stock  to  acquire  Informatics. 

. In  February  1986  the  $40  million  in  preferred  stock  was  replaced 
by  common  stock. 

. In  June  1986  the  planned  divestiture  of  three  businesses  was 
completed  and  $33  million  was  applied  against  the  $100  million 
debt. 

. In  September  1986  Sterling  Software  completed  a $1  15  million 
low  interest  convertible  debenture  financing,  which  enabled  the 
repayment  of  the  remaining  $67  million  debt. 

• Product  development,  maintenance,  and  enhancement  expenditures  were  $20.8 
million  in  fiscal  1986,  of  which  $11.7  million  was  the  result  of  the  full-year 
inclusion  of  Informatics,  compared  to  $7.4  million  in  fiscal  1985  and  $4.1 
million  in  fiscal  1 984. 
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• Revenue  for  the  six  months  ending  March  31,  1987  was  $91.3  million, 
compared  to  $128.4  million  for  the  same  period  a year  ago.  Net  income  was 
$3.1  million,  a 35%  increase  over  $2.3  million  for  the  same  period  in  1986. 

Revenue  declines  were  primarily  attributed  to  divestitures  Sterling 
Software  made  during  1986.  On  a comparable  basis,  first  half  revenue 
for  fiscal  1987  from  continuing  operations  amounted  to  $91.3  million 
compared  to  $97.7  million  for  the  first  half  of  fiscal  1986. 

Revenue  declines  also  reflect  lower  sales  of  financial  software  and 
budget  cuts  by  a major  professional  services  client. 

• A summary  of  Sterling  Software's  acquisitions  and  divestitures  over  the  past 
two  years  fol  lows: 

Effective  February  I,  1985,  Sterling  Software  acquired  Check  Consult- 
ants, Incorporated  (CCI)  for  $2.5  million  in  cash  and  186,916  shares  of 
common  stock.  CCI,  provides  banking  software  products  and  now 
operates  within  the  Financial  Software  Group. 

In  September  1985  Sterling  Software  finalized  its  acquisition  of 
Informatics  General.  The  total  cost  of  the  acquisition  which  was 
accounted  for  as  a purchase,  was  $148.4  million. 

. Informatics,  with  1984  revenue  of  $191.2  million,  provided 
systems  and  application  software,  professional  services,  turnkey 
systems,  and  processing  services.  Target  markets  included 
legal;  distribution  and  retail;  public  accounting;  insurance; 
property  management;  federal,  state,  and  local  government;  and 
large  corporations. 

. The  operations  of  Informatics  have  been  merged  into  Sterling 
Software. 

In  October  1985  Sterling  Software  acquired  Decision  Systems,  Inc.  for 
approximately  $3.6  million  in  common  stock.  The  acquisition  was 
accounted  for  as  a pooling  of  interests. 

. Decision  Systems  provided  microcomputer  software  for  check 
processing  applications. 

. The  operations  of  Decision  Systems  have  been  merged  into  the 
Directions  Division  of  the  Financial  Software  Group. 

In  February  1986  Sterling  Software  sold  its  Insurance  Systems  Division 
to  Policy  Management  Systems  Corporation  for  $7.8  million  in  cash  and 
contingent  future  payments  of  up  to  $5  million  based  on  performance 
during  1986  and  1987. 
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. The  division,  which  was  acquired  with  Informatics,  provided 
software  products  to  the  insurance  industry  for  group  health  and 
life  administration,  claims  processing,  and  stock  and  bond 
portfolio  administration. 

. Insurance  Systems  contributed  approximately  $2.6  million  to 
Sterling  Software's  fiscal  1986  revenue. 

In  April  1986  Sterling  Software  sold  its  Management  Control  Systems 
Division  to  Simon  & Schuster  for  $14.2  million  in  cash. 

The  division,  which  was  acquired  with  Informatics,  provided 
turnkey  systems  and  software  products  to  public  accountants 
and  property  managers. 

. The  division  contributed  $9.9  million  to  Sterling  Software's 
fiscal  I 986  revenue. 

In  June  1986  Sterling  Software  sold  its  Legal  Systems  Division  to  Baron 
Data  Systems  for  $14.3  million  plus  a future  contingent  payment  of  up 
to  $7  million  based  on  performance  through  June  1987. 

. The  division,  which  was  acquired  with  Informatics,  provided 
turnkey  systems  and  software  products  to  law  firms  and 
corporate  legal  departments. 

. Legal  Systems  contributed  $27.9  million  to  Sterling  Software's 
fiscal  I 986  revenue. 

• Subsequent  to  the  acquisition  of  Informatics,  Sterling  Software  has  reorgan- 
ized the  company  into  five  business  groups  and  17  operating  divisions  as 
fol  lows: 

The  Systems  Software  Group,  headquartered  in  Los  Angeles  (CA), 
provides  systems  software  products  and  associated  support  services 
through  five  divisions. 

. The  Answer  Systems  Division  markets  a line  of  implementation 
systems  software  products  to  users  of  IBM  mainframes  and 
microcomputers.  This  division  also  provides  professional 
programming  and  consulting  services  to  users  of  its  products. 

. The  Dylakor  Division  offers  report  writer/file  utility  software 
products  to  users  of  IBM  mainframes  and  an  IBM  micro-to- 
mainframe  product. 

. The  Software  Labs  Division  is  a development  and  support 
company  specializing  in  software  products  to  manage  direct 
access  storage  devices  and  provide  specialized  data  communica- 
tions capabilities.  These  products  are  used  on  both  IBM 
mainframe  and  microcomputers. 
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. The  Systems  Software  Marketing  Division  markets  products 

domestically  which  have  been  developed  by  Sterling  and  other 
third-party  developers.  These  products  primarily  address  the 
management  and  control  of  data  center  operations  and 
programmer  productivity  tools. 

. The  Sterling  Software  International  Division  markets,  on  an 

international  basis,  the  products  offered  by  the  other  divisions 
within  the  Systems  Software  Group,  as  well  as  products  by  other 
third-party  developers. 

The  Information  Services  Group,  headquartered  in  Columbus  (OH), 
provides  products  and  services  primarily  to  the  distribution,  retail,  and 
legal  industries  through  five  divisions. 

. The  Distribution  Services  Division  provides  processing  services, 
software  products,  and  turnkey  systems  to  the  wholesale 
distribution  industry. 

. The  Ordernet  Division  provides  electronic  data  interchange 
(EDI)  services  to  manufacturers  and  distributors. 

. The  Creative  Data  Systems  Division  provides  processing  services 
and  turnkey  systems  to  retailers,  including  national  and  regional 
chain  stores. 

. The  Legal  Information  Services  Division  provides  professional 
services  which  assist  law  firms  and  corporations  with  auto- 
mating document  summarization  and  retrieval  for  complex 
litigation. 

. The  Publishing  Systems  Division  offers  turnkey  systems,  proces- 
sing services,  and  software  products  for  electronic  photo- 
composition. These  offerings  operate  on  either  IBM  or  IBM- 
compatible  mainframe  computers  or  Wang  VS  minicomputers. 

The  Financial  Software  Group,  headquartered  in  Dallas,  provides 
software  products  and  services  for  check  processing  applications  to 
commercial  banks  and  savings  and  loans.  The  group  operates  through 
three  divisions. 

. The  Directions  Division  is  the  research  and  development, 
support,  and  installation  arm  of  the  group,  providing  check 
processing  software  for  mainframes  and  microcomputers. 

. The  Check  Consultants  Division  offers  customization  and  instal- 
lation services  to  financial  institutions  that  are  implementing 
IBM's  Check  Processing  Control  System  (CPCS).  In  addition,  the 
Check  Consultants  Division  provides  supplementary  software 
products  and  modules  to  users  of  CPCS. 
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. The  Financial  Software  Marketing  Division  sells  the  software 
and  services  provided  by  Directions  and  is  the  principal 
interface  with  bank  clients. 

The  Professional  Services  Group,  headquartered  in  New  York,  provides 
contract  programming  and  systems  design  professional  services,  both 
domestically  and  internationally,  primarily  to  commercial  clients, 
utilities,  and  state  and  local  governments. 

The  Federal  and  Systems  Group,  headquartered  in  Palo  Alto  (CA), 
provides  large  system  development  and  management  professional 
services  to  the  federal  government  and  commercial  clients.  In 
addition,  federal  government  agencies  and  libraries  are  offered  proces- 
sing services  and  information  and  library  management  services  for  the 
collection  and  dissemination  of  large  volumes  of  information.  This 
group  is  organized  into  four  divisions: 

. The  Systems  and  Scientific  Division  primarily  services  and 

supports  NASA/Ames  Research  Center. 

. The  Information  Systems  and  Services  Division  provides  library 
and  information  management  and  data  base  services. 

. The  Intelligence  and  Military  Division  provides  support  for 

highly  specialized  military  communications  projects. 

. The  Systems  and  Projects  Division  provides  system  development 
professional  services  for  long-term  projects  to  commercial 
clients. 

Sterling  Software's  current  organization  structure  is  shown  in 
Exhibit  A. 

• A three-year  summary  of  source  of  revenue  by  operating  group  follows.  To 
show  year-to-year  comparisons,  results  for  fiscal  1985  and  1984  are  presented 
on  a pro  forma  basis  as  if  the  company's  current  business  units  had  been  part 
of  Sterling  the  entire  time. 
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EXHIBIT  A 

STERLING  SOFTWARE,  INC.  - ORGANIZATION  STRUCTURE 
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STERLING  SOFTWARE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM  " " — 

9/86 

9/85 

9/84 

Continuing  operations 

$ 53 

$ 47 

$ 39 

. Systems  Software  Group 

. Information  Services  Group 

39 

47 

44 

. Financial  Software  Group 

1 1 

9 

6 

. Professional  Services  Group  (a) 

42 

44 

37 

. Federal  and  Systems  Group  (a) 

49 

40 

31 

Subtotal 

$194 

$187 

$157 

Discontinued  operations  (b) 

$ 40 

$ 50 

$ 40 

Total 

$234 

$237 

$197 

(a)  Amounts  have  been  restated  to  reflect  certain  reclassifications  of  project 
revenue. 

(b)  Includes  revenue  from  the  Insurance  Systems,  Management  Control  Systems,  and 
Legal  Systems  divisions,  which  were  sold  during  fiscal  1986. 

• Major  competitors  to  Sterling  Software  by  business  area  include  the  following: 

Systems  Software  Group:  Cullinet,  Pansophic,  and  Computer 

Associates. 

Information  Services  Group:  McDonnell  Douglas,  GEISCO,  Triad 

Systems,  and  Kleinschmidt. 

Financial  Software  Group:  Computer  Associates,  AGS  Computers,  and 
Stockholder  Systems. 

Professional  Services  Group:  Computer  Sciences  Corporation,  Arthur 

Andersen,  and  Computer  Task  Group. 

Federal  and  Systems  Group:  Computer  Sciences  Corporation,  Planning 
Research  Corporation,  Martin  Marietta,  and  Boeing  Computer  Services. 

KEY  PRODUCTS  AND  SERVICES 

• Sterling  Software  classifies  its  operations  into  three  segments  as  follows: 

The  Systems  Software  segment  provides  systems  software  products  to 
IBM  system  users. 
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The  Applications  Products  segment  provides  application  software, 
turnkey  systems,  and  processing  services  primarily  to  the  banking, 
distribution,  and  retail  industries. 

The  Professional  Services  segment  provides  programming,  facilities 
management,  and  specialized  information  support  services  to  the 
federal  government,  corporate  clients,  and  law  firms. 

A two-year  financial  summary  by  business  segment,  as  provided  by 
Sterling  Software,  follows  ($  millions): 


' FISCAL  YEAR 

ITEM  " 

9/86 

9/85 

Revenue 

. Systems  Software 

$ 59.7 

$23.7 

. Applications  Products 

81.7 

21.0 

. Professional  Services 

100.0 

17.6 

. Intersegment  Eliminations 

(7.6) 

(0.4) 

Total 

$ 233.8 

$61.9 

Operating  Profit 

. Systems  Software 

$ 8.6 

$ 4.7 

. Applications  Products 

7.7 

2.5 

. Professional  Services 

14.6 

3.2 

. Corporate 

(6.7) 

(3.5) 

. Other 

(8.9) 

(l.l) 

Total 

$ 15.3 

$ 5.8 

• Sterling  Software's  fiscal  1986  revenue  from  continuing  operations  was  $194 
million  and  was  derived  approximately  as  follows: 


Professional  services 

49% 

Systems  software 

29 

Application  software 

10 

Processing  services 

8 

Turnkey  systems 

_4 

100% 

• A summary  of  Sterling  Software's  software  product  and  processing  service 
offerings  are  shown  in  Exhibits  B,  C,  and  D. 

• The  Systems  Software  Group,  with  fiscal  1986  revenue  of  $53  million,  provides 
a range  of  systems  software  products  primarily  to  users  of  IBM  and 
compatible  mainframes.  Current  offerings  are  shown  in  Exhibit  B. 

Primary  clients  include  large  IBM  installations  typically  found  in 
Fortune  1000  companies. 
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EXHIBIT  B 

STERLING  SOFTWARE  - SYSTEMS  SOFTWARE  PRODUCTS* 


PRODUCT 

DESCRIPTION 

MARK  IV® 

BATCH  APPLICATION  DEVELOPMENT  TOOL 

MARK-ISPF 

APPLICATION  DEVELOPMENT  TOOL  FOR 

USE  WITH  MARK  IV 

MARK V® 

ON-LINE  APPLICATION  DEVELOPMENT  TOOL 

ANSWER/DB 

ON-LINE  REPORT  GENERATOR 

ANSWER/D  B-PERSONAL  REPORTER™ 

PERSONAL  REPORT  GENERATOR 

ANSWER/D  B-INQUIRY™ 

AD  HOC  INQUIRY  TOOL 

ANSWER/DB- EXTRACTOR 

MICRO/ANSWER  MAINFRAME  COMPONENT  1 

MICRO/ANSWER 

MICRO-MAINFRAME  LINK  ) 

ANSWER/2 

BATCH  REPORT  GENERATOR 

SHRINK® 

DATA  COMPRESSION  PROGRAMS 

- SHRINK/MVS® 

- SHRINK/I  MS® 

- SHRINK/IDMS® 

SMART/DASD 

PERFORMANCE  OPTIMIZATION  PRODUCT 

PC/NET-UNK 

DATA  BASE  INQUIRYTOOL 

! DYL-280,  DYL-280  II 

REPORT  WRITER/INFORMATION  UTILITY  SYSTEM 

DYL-260 

FIXED-FORM  REPORT  WRITER/UTIUTY 

DYL-270 

PROGRAMMER  UTILITY  AND  DATA 

MANGEMENT  SYSTEM 

DYL-AUDIT 

AUDITING  UTILITY  SYSTEM 

DYL-ONLINE 

INFORMATION  RETREI VAL  TOOL 

DYL-INQUIRY 

ON-LINE  INFORMATION  RETRE1VAL  SYSTEM 

DYL-CALC 

MAINFRAME  SPREADSHEET 

DYL-DB 

FILE  INTEGRATOR  AND  REPORT  WRITER 

DYL-VLINK 

MICRO-TO-MAINFRAME  LINK 

DYL-IDMS/R 

IDMS/R- DYL-280  INTERFACE 

DYL-280 II VMPC/370 

MICRO  VERSION  OF  DYL-280  II 

DYL-1B 

HARD  DISK  BACKUP  SYSTEM 

DRS/RECOVER 

DATA  RECOVERY  TOOL 

DRS/UPDATE 

DATA  RECOVERY  TOOL 

DRS/BATCH 

DATA  RECOVERY  TOOL 

COMPAREX 

DATA  AND  TEXT  FILE  COMPARISON  UTILTIY 

DMS/OS 

DASD  MANAGEMENT  SYSTEM 

DMS/PC 

MICRO  HARD  DISK  DATA  MANAGEMENT  SYSTEM 

TRACS 

FILE  TRANSFER  SYSTEMS 

TRACS SNA 

PC  TRACS 

BATCH  DATA  COMMUNICATIONS  SOFTWARE 

PC  TRACS  SNA 

FOR  MICROS 

SUPER TRACS 

FILE  TRANSFER  SYSTEMS 

SUPER TRACS SNA 

VSAM  ALLOCATION  MANAGER 

VSAM  DATA  MANAGER  UTILITY 

CONFIGURATION  MANAGER 

DATASTORAGE  MANAGEMENT  TOOL 

lOof  19 
July  1987 


©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


STERLING  SOFTWARE,  INC. 


There  are  currently  over  8,000  product  installations  worldwide. 

Recent  product  releases  include  the  following: 

. Answer/DB,  a micro-to-mainframe  link,  was  developed  by  the 
Answer  Systems  Division.  The  product  is  also  marketed  by  IBM 
as  a licensed  program  under  the  IBM  logo. 

. Intelligent  Backup,  a microcomputer  hard  disk  data  storage 
management  system. 

. COMPAREX,  a package  that  provides  reconciliation  between 
data  modules.  It  preserves  data  integrity  by  comparing  data 
sets  and  allowing  the  user  to  make  reconciliations  or  create  new 
data  sets. 

. DYL-ONLINE,  a programmer's  tool  that  permits  users  to  define 
report  requests,  on-line  with  syntax  checking. 

. DYL-CALC,  a mainframe  spreadsheet  package  that  allows  the 
user  to  view  data  throughout  the  company's  network  of  operator 
terminals. 

. DYL-VLINK,  a micro-to-mainframe  link  that  automatically  logs 
users  onto  the  mainframe  host. 

. CONFIGURATION  MANAGER,  a data  storage  management  tool, 
was  acquired  from  Crowntek,  Inc.  in  April  1987. 

In  April  1987  Sterling  Software  and  Unisys  Corporation  announced  a 
joint  development  program  whereby  Answer  Systems  will  assist  Unisys 
in  developing  an  extract  and  data  transfer  capability  for  Unisys  A I 
workstations  from  IBM  mainframe  data  bases. 

• The  Information  Services  Group,  with  fiscal  1986  revenue  of  $39  million, 
provides  processing  services  and  application  software  to  the  distribution 
industry,  application  software  and  turnkey  systems  to  the  retail  industry,  and 
litigation  support  services  to  corporations  and  law  firms. 

The  Distribution  Services  Division  provides  the  following  products  and 
services: 

. DISTRIBUTION  IV  remote  computing  services  are  provided  to 
the  wholesale  distribution  industry  from  a data  center  in 
Columbus  (OH). 

Services  are  currently  provided  to  over  80  customers 
throughout  the  U.S.  and  Canada.  Clients  are  primarily  in 
the  drug,  hardware,  and  supply  distribution  markets. 
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DISTRIBUTION  IV  is  an  integrated  information  system 
comprised  of  Marketing,  Inventory,  Financial,  and 
Retail/Customer  Service  Management  Systems.  Applica- 
tions available  on  the  system  are  shown  in  Exhibit  C. 

Sterling  Software  provides  consulting  professional 
services  to  assist  clients  in  the  analysis  of  distribution 
operations  and  the  development  of  customized  reports. 
Educational  programs  for  DISTRIBUTION  IV  users  are 
available  through  the  Distribution  Management  Institute 
located  in  Columbus  (OH).  Regional  and  on-site  programs 
are  also  available. 

. The  Distributed  Data  Processing  System  (DDPS)  is  a Honeywell 
Level  6 minicomputer-based  software  system  that  provides  on- 
site interactive  and  batch  capabilities  and  interfaces  with 
DISTRIBUTION  IV.  DDPS  applications  are  shown  in  Exhibit  C. 
There  are  currently  over  20  installations  of  the  system.  DDPS 
prices  start  at  $40,000,  excluding  hardware. 

. In  October  1986  Sterling  Software  was  awarded  an  expansion  of 
a previous  contract  with  the  U.S.  Army  Troop  Support  agency 
for  software  to  control  the  ordering  and  movement  of  goods  at 
commissaries  in  Panama  and  the  Far  East.  The  contract,  with 
options,  can  amount  to  $1  million. 

. Also  in  October  1986  the  company  was  awarded  a $1.4  million 
contract  ($2.5  million  with  options)  by  the  U.S.  Marine  Corps  to 
provide  software  and  processing  services  to  control  procurement 
and  distribution  for  east  and  west  coast  commissary  complexes. 

(R) 

ORDERNET  is  an  EDI  service  that  uses  a centralized  clearinghouse 

system  to  provide  electronic  transmission  of  purchase  orders  and  other 

trade-related  documents  between  distributors  and  manufacturers. 

Revenue  from  the  ORDERNET  Services  Division  is  estimated  at  $4-5 

million  for  fiscal  1986. 

. The  service  is  designed  to  reduce  order  lead  times,  ordering  and 
shipping  errors,  and  inventory  investment.  It  is  targeted  to 
trade  associations  representing  hardware,  pharmaceutical, 
grocery,  automotive,  surgical,  health  and  beauty  aids,  and 
general  merchandise  distributors  and  manufacturers. 

. Information  transmitted  through  ORDERNET  includes  purchase 
orders,  price  changes,  chargeback  reconciliation,  rebates,  new 
item  announcements,  promotions,  and  deals. 

ORDERNET  supports  UCS,  EAGLE,  DOE,  COMM-NET,  and 
ANSI  X.  I 2 protocols. 
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EXHIBIT  C 


STERLING  SOFTWARE  NETWORK  OFFERINGS 


COLUMBUS  (OH)  DATA  CENTER 


• OPERATING  ENVIRONMENT 

- AMDAHL  V/6.MVS/JES  3 

- AMDAHL  V/7,  VM/MVS/JES  3 

- AMDAHL  V/8,  MVS/JES  3/TSO 

• DISTRIBUTION  IV 

- MARKETING  MANAGEMENT 

• ORDER  PROCESSING 

• CUSTOMER  INVOICING 

• RESERVED  ORDERS 

• WHOLESALE  PRICING  AND  DISCOUNTING 

• RETAIL  PRICING 

• SALES  ANALYSIS 

• CUSTOMER  PROFITABILITY  ANALYSIS 

• COMPUTER  OUTPUT  MICROFICHE 

- INVENTORY  MANAGEMENT 

• MERCHANDISE  MANAGEMENT  REPORTING 

• VELOCITY  CODING 

• SCIENTIFIC  BUYING 

• PURCHASE  ORDER  WRITING 

• INVENTORY  CONTROL 

• MANAGEMENT  REPORTING 

- FINANCIAL  MANAGEMENT 

• ACCOUNTS  RECEIVABLE 

• ACCOUNTS  PAYABLE 

• PURCHASES  RECONCILIATION 

• GENERAL  PAYROLL 

• GENERALACCOUNTING 

• FINANCIAL  REPORT  GENERATOR 

- RETAIL/CUSTOMER  SERVICES 

• TOTAL  RETAILSYSTEM 

• SELECTIVE  ITEM  ANALYSIS 

• RETAIL  PHYSICAL  INVENTORY 

• CONSUMER  RECEIVABLES 

• DISTRIBUTED  DATA  PROCESSING  SYSTEM 

- ORDER  PROCESSING 

• PRICING  AND  INVOICING 

• DIRECT  ORDER  ENTRY 

- PRODUCTIVITY  IMPROVEMENT 

• DICTIONARY  LOOK-UP 

• ORDER SCHEDUUNG 

• ON-LINE  RECEIVING 

• PRICE  UPDATING  ASSISTANCE 

• CASH  APPLICATION  ASSISTANCE 

• ORDERNET 

- ELECTRONIC  DOCUMENT  INTERCHANGE 


• LITIGATION  SUPPORT 

- LITIGATION  MANAGEMENTSYSTEM 

- RECON  IV 

- DOCUMENT  PROCESSING 

- MICROGRAPHICS 


I 3 Of  19 
July  1987 


©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


STERLING  SOFTWARE,  INC. 


. Since  ORDERNET  was  introduced  in  1978,  14  trade  associations 
have  endorsed  the  product.  This  system  transmits  the  orders  for 
80%  of  the  pharmaceuticals  sold  in  the  U.S. 

. There  are  currently  nearly  700  ORDERNET  customers.  New 
clients  in  1986  include  Topco  Associates  and  Kroger  Foods. 

. In  May  1987  Sterling  Software  signed  an  agreement  with 
Hospital  Distributors  of  America  (HDA)  to  provide  EDI  and  data 
base  services  to  14  HDA  member  distributors  throughout  the 
U.S. 

The  Creative  Data  Systems  Division  provides  software  products  and 
turnkey  systems  to  the  retail  industry. 

. System  for  Retailers  (SFR)  is  a Wang  VS-based  system  that 
provides  customer  order  processing,  sales  order  entry,  invoicing, 
inventory  control,  sales  analysis,  purchase  order  management, 
and  financial  reporting.  The  complete  system  is  priced  at 
$120,000.  There  are  currently  35  installations  of  SFR.  The 
software  is  also  available  separately. 

. The  Hardgoods  Information  System™-  (THIS),  introduced  in 
1984,  is  a microcomputer-based  merchandising  management  and 
accounting  system  for  hardware  and  hardline  retailers. 

Applications  added  during  1986  include  inventory  control, 
point-of-sale  monitoring,  sales  analysis,  price  control, 
and  purchase  order  management. 

This  system  is  licensed  from  Retail  Systems  Company, 
Inc.  and  is  targeted  to  firms  with  annual  revenue  of 
$250,000  to  $20  million. 

The  software  runs  on  IBM  and  Wang  microcomputers. 
System  prices  start  at  $22,000. 

The  Legal  Information  Services  Division  provides  legal  data  base 
services  for  litigation  support  by  creating,  maintaining,  and  searching 
data  bases  of  discovery  material  in  support  of  complex  litigation  cases 
through  its  RECON  IV TM-  proprietary  search  and  retrieval  system.  The 
company  has  experience  in  over  250  major  cases  and  believes  it  has  a 
one-third  share  of  this  market.  These  services  are  provided  through 
the  Riverdale  (MD)  data  center. 

The  Publishing  Systems  Division  provides  photocomposition  services 
and  products. 

. InfoPage  is  a Wang  VS-based  turnkey  product  designed  for 
publishers  who  typeset  10,000  or  more  pages  per  year.  The 
system,  with  four  workstations,  is  priced  at  $121,000. 
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• The  Financial  Software  Group,  with  fiscal  1986  revenue  of  $11  million, 
provides  40  software  products  to  commercial  banks  primarily  for  check 
processing  applications. 

The  VECTOR  product  family  is  designed  for  IBM  mainframes.  The 
SOLUTION  product  line  is  designed  for  IBM  microcomputers. 

The  products,  which  are  targeted  to  a medium-cost  market,  are  listed 
in  Exhibit  D. 

The  Check  Consultants  Division  provides  installation  and  customization 
services  for  IBM's  Check  Processing  Control  System  in  addition  to 
supplemental  software. 

The  Financial  Software  Group  contracted  with  IBM  to  provide  software 
and  services  to  The  Reserve  Bank  of  India  in  Bombay,  Madras,  New 
Delhi,  and  Calcutta— the  first  four  of  a possible  multi-city  installation. 

In  the  U.S.,  the  group  contracted  with  Florida  National  Bank  when  the 
bank  replaced  its  earlier  equipment  with  an  all  new  IBM  system. 
Florida  National  uses  17  of  Sterling's  software  products  and  ongoing 
services  to  support  its  new  operations. 

More  than  350  major  banks  are  Sterling  customers,  including  88  of  the 
top  100.  Customers  also  include  savings  and  loans,  large  finance 
companies,  and  credit  unions. 

• The  Professional  Services  Group,  with  fiscal  1986  revenue  of  $42  million 
provides  contract  programming  and  systems  design,  primarily  to  commercial 
businesses,  utilities,  and  state  and  local  governments.  Approximately  27%  of 
this  group's  revenue  was  derived  from  international  sources. 

Assignments  may  range  from  a single  person  for  a few  weeks  to  scores 
of  people  on  programs  that  last  for  years. 

Clients  are  primarily  U.S. -based  multinational  companies  and  include 
American  Express,  Chrysler  Corporation,  and  Exxon. 

Although  1986  revenues  were  the  highest  in  the  group's  history, 
slowdowns  in  the  oil  industry  and  in  IBM's  mainframe  computer  sales 
worldwide  are  expected  to  moderate  revenue  growth  in  1987. 

• The  Federal  and  Systems  Group,  with  fiscal  1986  revenue  of  $49  million, 
specializes  in  large  or  complex  project  development  and  systems  management 
for  military  and  industrial  applications. 

Federal  and  Systems  has  been  a prime  contractor  to  NASA  for  over  20 
years.  Technical  teams  are  now  participating  in  software  development 
related  to  hypersonic  research,  space  station  design,  and  advanced  fluid 
dynamics. 
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EXHIBIT  D 


STERLING  SOFTWARE 
APPLICATION  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

DISTRIBUTION  IV 

DISTRIBUTION  INFORMATION  MANAGEMENT  SYSTEM 

DDPS 

DISTRIBUTED  INFORMATION  PROCESSING  SYSTEM 

SYSTEM  FOR  RETAILERS 

RETAILER  MANAGEMENT  SYSTEM 

THIS 

THE  HARDGOODS  INFORMATION  SYSTEM 

VECTOR 

VECTOR  3 
VECTOR  4 
VECTOR  5 
VECTOR  7 
i VECTOR  8 

VECTOR  9 
VECTOR  10 

ITEM  PROCESSING 

BULK  FILING/ON-LINE  FINE  SORT 
ON-LINE  ADJUSTMENT  PROCESSING 
ON-LINE  RETURNS/EXCEPTIONS  PROCESSING 
ON-LINE  CPCS  RECONCILEMENT/BALANCING  ! 
ON-LINE  BANK  RECONCILEMENT  ! 

ON-LINE  COLLECTIONS  PROCESSING 
TRANSACTION  ANALYSIS  j 

SOLUTION 

SOLUTION  1 
SOLUTION  II 
SOLUTION  III 
SOLUTION  IV 
SOLUTION  V 
SOLUTION  VIII 

CHECK  CLEARING  OPTIMIZER 
CASH  LETTER  COLLECTION 
AUTOMATED  ADJUSTMENT  PROCESSING  i 

AUTOMATED  RETURN  ITEM  PROCESSING 
AUTOMATED  PROOF  CORRECTION 
AUTOMATED  BANK  RECONCILEMENT 
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The  Systems  and  Scientific  Division  works  primarily  on  service  and 
support  to  the  NASA/Ames  Research  Center. 

. During  1986,  Sterling  Software  renewed  its  contract  with  Ames' 
Central  Computing  Facility  for  computer  operations  support 
services. 

. Another  major  contract  for  renewal  of  airborne  data  systems 
support  services  with  Ames'  airborne  laboratories  and  infrared 
observatories  was  won  by  the  division.  Support  services  include 
software  development,  systems  analysis,  systems  design, 
integration  of  new  software  with  other  software  programs  and 
hardware,  documentation,  security,  training,  configuration 
installation,  and  operations  management. 

The  Information  Systems  and  Services  Division  provides  government 
agencies,  libraries,  and  commercial  businesses  with  software,  informa- 
tion, and  library  management  processing  services  to  allow  for  the 
collection  and  dissemination  of  large  volumes  of  information  and 
management  of  extensive  data  bases. 

. NET-SEARCHt  m‘  is  a private  file  or  on-line  catalog  service  for 
libraries  available  through  the  Columbus  data  center. 

Client  data  bases  can  be  entered  into  NET-SEARCH  from 
magnetic  tape,  uploaded  from  a floppy  disk,  or  input  on- 
line from  a standard  terminal.  Data  entry  services  are 
also  available. 

Conversion  services  include  searches  of  OCLC,  RLIN,  or 
MARC  data  bases  or  the  Nation  Union  Catalog  to 
complete  the  client's  records. 

Output  services  include  producing  COM  catalogs,  and 
KWIC  and  KWOC  printed  indexes. 

. The  division  provides  library  management  at  two  NASA/Goddard 
facilities,  a Department  of  Energy  library,  the  U.S.  Fish  and 
Wildlife  Reference  Service,  and  more  than  170  Veterans 
Administration  Hospital  libraries. 

. The  division  also  provides  data  base  services  and  information 
management  to  the  Department  of  Health  and  Human  Services, 
U.S.  Immigration  and  Naturalization  Service,  Environmental 
Protection  Agency,  Surgeon  General's  Office,  National  Cancer 
Institute,  Central  Intelligence  Agency,  and  the  Department  of 
the  Interior. 

The  Intelligence  and  Military  Division  provides  continuous  support  for 
highly  specialized  military  communications  projects. 
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. In  1986  the  division  began  work  on  another  contract  for  the  U.S. 
Air  Force  to  provide  external  assistance  on  the  Modular 
architecture  for  the  Exchange  of  Intelligence  (MAXI)  program. 

The  MAXI  program  is  designed  to  provide  a reliable  and 
cost-effective  method  of  automating  message  handling 
for  Air  Force  Intelligence  and  the  Department  of  Defense 
Intelligence  Information  System. 

The  division  will  provide  software  engineering  services  to 
maintain  the  current  MAXI  software  base  and  to  design 
and  implement  future  enhancements  to  the  system.  In 
addition,  the  division  will  maintain  on-site  engineering 
support  for  current  and  future  MAXI  sites,  including  pre- 
installation analysis,  actual  installation,  and  system  test. 

. Ongoing  work  involved  the  development  of  a new  network  access 
subsystem  for  the  Department  of  Defense  (DNAS),  projects  for 
the  Air  Force,  the  U.S.  Army  Jet  Propulsion  Lab,  the  Strategic 
Air  Command,  and  the  North  American  Air  Defense  Command. 

The  Systems  and  Projects  Division  specializes  in  designing  and 
implementing  projects  in  non-federai  areas. 

INDUSTRY  MARKETS 

• Approximately  24%  of  Sterling  Software's  total  fiscal  1986  revenue  was 
derived  from  cross-industry  sales  and  support  of  its  systems  software 
products,  20%  from  the  federal  government,  and  15%  from  the  wholesale  and 
retail  distribution  industry.  The  remaining  41%  of  revenue  was  derived  from 
large  corporations  in  a variety  of  industries,  banking  and  finance  institutions, 
law  firms  or  legal  departments  of  large  corporations,  state  and  local 
government,  and  discontinued  business  markets  previously  discussed. 

• The  company  has  over  5,000  customers,  including  over  85  of  the  Fortune  100 
U.S.  industrial  corporations,  over  80  of  100  largest  U.S.  commercial  banks, 
and  numerous  federal  agencies. 

• Major  customers  include  IBM,  General  Motors,  E.l.  duPont  de  Nemours  & Co., 
Bank  of  America,  Citicorp,  NASA,  and  the  U.S.  Army. 

GEOGRAPHIC  MARKETS 

• Approximately  78%  of  Sterling  Software's  total  fiscal  1986  revenue  was 
derived  from  the  U.S.  The  remaining  22%  was  derived  primarily  from  Canada 
and  Europe. 

• Sterling  Software  leases  offices  and  facilities  in  approximately  30  U.S.  and 
Canadian  cities  and  other  countries. 
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Major  U.S.  facilities  are  located  in  Canoga  Park,  Granada  Hills,  Palo 
Alto,  Sacramento,  and  San  Bernadino  (CA);  Cleveland  and  Columbus 
(OH);  Dallas;  New  York  City;  Memphis;  and  Rockville. 

Major  international  facilities  are  located  in  London,  Paris,  Toronto, 
Montreal,  Dusseldorf,  and  Torino  (Italy). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Hardware  installed  at  Sterling  Software's  various  computer  centers  includes: 

Columbus  (OH). 

. I Amdahl  470  V/6-2,  MVS. 

I Amdahl  470  V/7,  MVS. 

I Amdahl  470  V/8,  MVS. 

San  Bernadino  (CA). 

I IBM  4341,  MVS. 

• Clients  may  access  the  data  centers  via  direct  dial,  WATS,  dedicated  lines, 
and  Telenet. 
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FINANCIAL  UPDATE  TO  COMPANY  PROFILE  DATED  FEBRUARY  1984 


STERLING  SOFTWARE,  INC. 

370  Campbell  Centre 
8350  N.  Central  Expressway 
Dallas,  TX  75206 
(214) 987-6464 


Sam  Wyle,  Chairman 
Sterling  L.  Williams,  President  and  CEO 
Public  Corporation,  AMEX 
Total  Employees:  195 
Total  Revenue,  Fiscal  Year  End 
9/30/84:  $18,691,620 


STERLING  SOFTWARE,  INC. 
THREE-YEAR  PRO  FORMA  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


' FISCAL  YEAR 

ITEM  ~~~  __ 

9/84 

9/83 

9/82 

Revenue 

$ 18,692 

$ 14,462 

$9,416 

. Percent  increase  from 

previous  year 

29% 

54% 

N/A 

Income  before  taxes 

$ 2,700 

$ 1,524 

$ 725 

. Percent  increase  from 

previous  year 

77% 

110% 

N/A 

Net  Income 

$ 1,394 

$ 719 

$ 361 

. Percent  increase  from 

previous  year 

94% 

99% 

N/A 

Earnings  per  share 

$ 0.32 

$ 0.18 

$ 0.12 

. Percent  increase  from 

previous  year 

78% 

50% 

N/A 

• Because  six  companies  were  acquired  by  Sterling  in  1983  and  one  of  them  was 
sold  in  1984,  the  standard  of  measurement  for  this  company  has  not  been 
constant.  Therefore,  to  show  year-to-year  comparisons,  the  financial  infor- 
mation is  presented  on  a pro  forma  basis  as  if  the  present  companies  had  been 
part  of  Sterling  the  entire  time. 

• The  above  pro  forma  financial  has  been  restated  to  exclude  Pacesetter 
Systems,  which  was  acquired  in  September  1983  and  subsequently  sold  in 
August  1984  to  Shared  Financial  Systems.  The  pro  forma  financial  now 
includes  the  results  of  Software  Laboratories  and  Empire  Computer  Software 
from  their  inceptions  in  July  1982  and  June  1983,  respectively,  combined  with 
the  historical  results  of  Directions,  Dylakor,  and  Sterling  Software  Marketing. 
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• In  January  1985  Sterling  acquired  Check  Consultants,  Inc.,  which  provides 
banking  applications  software  and  is  located  in  Memphis  (TN). 

Sterling  purchased  the  company  for  $4,000,000  in  cash  and  stocks. 

Check  Consultants  has  nine  employees  and  revenue  of  $1,350,000  for 
its  fiscal  year  ending  January  31,  1985.  The  company  will  be  merged 
with  Directions,  Inc.  into  the  Financial  Software  Group. 

SOURCE  OF  REVENUE 

• One  hundred  percent  of  Sterling  Software's  pro  forma  fiscal  1984  revenue  was 
derived  from  software  products  and  associated  support  services.  Seventy-nine 
percent  ($14.8  million)  was  derived  from  systems  software  and  21%  ($3.9 
million)  from  banking  applications  software  for  check  processing  operations  in 
commercial  banks. 
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COMPANY  HIGHLIGHT 


STERLING  SOFTWARE,  INC. 

370  Campbell  Centre 
8350  N.  Central  Expressway 
Dallas,  TX  75206 
(214)  987-6464 


Sterling  L.  Williams,  President  and  CEO 
Public  Corporation,  AMEX 
Total  Employees:  150 
Total  Revenue,  Fiscal  Year  End 
9/30/83:  $15,783,000 


THE  COMPANY 

• Sterling  Software,  Inc.,  founded  in  1981,  provides  systems  software  and 
banking  applications  software  for  use  on  IBM  and  compatible  mainframes  and 
personal  comput>  :s.  The  company  was  formed  by  a group  of  investors  whose 
strategy  is  to  acquire  companies  and  products  in  selected  segments  of  the 
software  industry  and  to  support  these  acquisitions  with  financial  and  mana- 
gerial resources  and,  where  appropriate,  with  a centralized  marketing  organi- 
zation. 

• On  May  4,  1983,  Sterling  Software  made  an  initial  public  offering  of  1.7 
million  shares  of  common  stock. 

Net  proceeds  of  approximately  $13  million  were  used  for  working 
capital  and  enabled  Sterling  Software  to  acquire  Directions,  Inc., 
Software  Laboratories,  Inc.,  Dylakor,  and  Sterling  Software  Marketing 
(formerly  Software  Module  Marketing)  in  May  1983. 

In  July  1983  Sterling  Software  also  completed  the  private  placement  of 
460,000  shares  of  common  stock,  providing  approximately  $8.2  million 
of  additional  working  capital. 

• Sterling  Software's  current  principal  operations  are  conducted  through  six 
decentralized  subsidiaries,  known  collectively  as  the  Sterling  Group.  These 
six  companies,  all  acquired  by  Sterling  Software  during  fiscal  1983,  include 
the  following: 

Directions,  Inc.,  located  in  Dallas,  is  an  applications  software  company 
specializing  in  products  that  support  the  item  processing  operations  of 
commercial  banks. 

. Directions,  acquired  on  May  II,  1983,  for  500,000  shares  of 
Sterling  Software  common  stock,  had  20  employees  and  revenue 
of  $1.9  million  for  the  fiscal  year  ending  September  1982. 

. The  acquisition  was  a pooling  of  interests. 
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Software  Laboratories,  Inc.  (Software  Labs),  located  in  San  Bernardino 
(CA),  is  a software  development  company  specializing  in  a systems 
software  product  that  manages  direct-access  storage  devices. 

. Software  Labs,  acquired  on  May  II,  1983,  for  1,335,126  shares 
of  common  stock,  had  revenue  of  $1.1  million  for  the  fiscal  year 
ending  September  1982. 

. The  acquisition  was  a pooling  of  interests. 

Dylakor,  located  in  Granada  Hills  (CA),  is  a systems  software  company 
that  specializes  in  a report  writer/file  utility  product  used  to  improve 
programmer  productivity. 

. Sterling  Software  purchased  the  outstanding  common  stock  of 
Dylakor  on  May  I I,  1983,  for  $9.5  million. 

. Dylakor  had  39  employees  at  the  time  of  the  acquisition  and 
revenue  of  $3.6  million  for  the  fiscal  year  ending  September 
1982. 

Sterling  Software  Marketing  (SSM),  located  in  Sacramento,  was  founded 
in  1974  as  Software  Module  Marketing.  The  company  markets  software 
products  developed  by  third  parties. 

. Sterling  Software  purchased  the  outstanding  stock  of  SSM  on 
May  II,  1983,  for  $1.9  million  and  164,874  shares  of  common 
stock. 

. SSM  had  43  employees  at  the  time  of  the  acquisition  and 
revenue  of  approximately  $4  million  for  the  fiscal  year  ending 
August  1982. 

Empire  Computer  Software,  Inc.,  located  in  Cheney  (WA),  is  a 
developer  of  communications-oriented  software  products  for  IBM  and 
compatible  mainframes  and  personal  computers.  Sterling  Software 
purchased  the  assets  of  Empire  on  June  8,  1983,  for  $250,000  and  the 
payment  of  certain  future  royalties. 

Pacesetter  Systems,  Inc.,  located  in  Dallas,  is  an  applications  software 
company  specializing  in  software  products  used  in  accounting  and 
administrative  operations  of  commercial  banks. 

. On  September  16,  1983,  Pacesetter  Systems  was  acquired  by 
Sterling  Software  for  250,000  shares  of  common  stock  and  was 
also  a pooling  of  interests. 

. Pacesetter  Systems  had  15  employees  at  the  time  of  the  acquisi- 
tion and  revenue  of  $1.3  million  for  the  fiscal  year  ending  June 
30,  1983. 
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The  pro  forma  financials  that  follow  include  the  results  of  Software  Labs  and 
Empire  Computer  Software  from  their  inceptions  in  July  1982  and  June  1983, 
respectively,  combined  with  the  historical  results  of  Directions,  Dylakor,  SSM, 
and  Pacesetter  as  if  the  acquisitions  had  taken  place  at  the  beginning  of  the 
period  for  which  pro  forma  data  is  presented. 


STERLING  SOFTWARE,  INC. 
TWO-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM  ~~ _____ 

9/83 

9/82 

Revenue 

$ 15,783 

$ 10,030 

. Percent  increase  from 

previous  year 

57% 

N/A 

Income  before  taxes 

$ 2,846 

$ 637 

. Percent  increase  from 

previous  year 

347% 

N/A 

Net  income 

$ 1,479 

$ 287 

. Percent  increase  from 

previous  year 

415% 

N/A 

Earnings  per  share 

$ 0.37 

$ 0.10 

. Percent  increase  from 

previous  year 

270% 

N/A 

Sterling  Software  management  plans  to  maintain  an  average  revenue  growth 
of  over  50%  a year. 

Research  and  development  expenditures  for  fiscal  1983  were  $3.7  million  (23% 
of  pro  forma  revenue),  as  compared  with  $2.6  million  (26%  of  pro  forma 
revenue)  for  fiscal  1982. 

Revenue  for  the  three  months  ending  December  31,  1983  was  $4.6  million  as 
compared  with  $1.4  million  for  the  same  period  in  1982.  Net  income  for  the 
same  1983  period  was  $170,000,  as  compared  with  $257,000  in  1982. 

As  of  November  30,  1983,  Sterling  Software  had  150  employees.  The  company 
currently  has  156  employees,  segmented  as  follows: 


Sales/marketing  31 

Product  development  and 
customer  support  58 

Corporate  staff  6 

General  and  administrative  61 


156 
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• Major  competitors  for  systems  software  include  Pansophic  Systems,  Inc.  and 
The  Cambridge  Systems  Group.  Applications  software  competitors  include 
Anacomp,  Systematics,  Financial  Software  Systems,  and  Bob  White  Computing 
& Software  Inc. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Sterling  Software's  pro  forma  fiscal  1983  revenue  was 
derived  from  software  products  and  associated  support  services.  Approxi- 
mately 60%  ($9.4  million)  was  derived  from  systems  software,  24%  ($3.9 
million)  from  applications  software,  and  16%  ($2.5  million)  from  software 
support  services,  including  training,  supplies,  customization,  and  maintenance. 

• The  six  companies  that  now  compose  the  Sterling  Group  have  developed 
and/or  marketed  26  software  packages  to  over  2,100  customers  worldwide.  A 
list  of  these  products  is  shown  in  Exhibits  A and  B. 

All  but  one  of  the  products  operate  on  IBM  and  compatible  mainframes 
using  one  or  more  of  the  standard  IBM  operating  systems.  PC-TRACS, 
a communications  product,  is  designed  for  the  IBM  PC. 

DYL-260  and  DYL-280  report  writer/file  utility  products,  developed  by 
Dylakor,  contributed  approximately  $3.4  million  (22%)  of  pro  forma 
fiscal  1 983  revenue. 

DMS/OS,  introduced  in  1977  by  Software  Labs  and  marketed  by  SSM  on 
an  exclusive  basis  since  that  time,  manages  and  controls  direct-access 
storage  devices  (DASD).  Seven  optional  features  provide  additional 
management  and  control  capabilities.  DMS/OS  accounted  for  approxi- 
mately $5  million  (31%)  of  pro  forma  fiscal  1983  revenue. 

TRACS  and  PC-TRACS  communications  products,  developed  by  Empire 
Computer  Software,  have  been  marketed  exclusively  by  SSM  since  their 
introductions  in  early  1982  and  August  1983,  respectively.  TRACS 
contributed  approximately  $0.6  million  (4%)  to  pro  forma  fiscal  1983 
revenue. 

Directions  owns  six  banking  applications  products  (marketed  under  the 
name  "Vector")  that  are  used  primarily  in  the  check  processing  depart- 
ments of  commercial  banks  to  improve  efficiency  and  reduce  the 
amount  of  time  required  to  collect  money  due  from  other  banks. 

. This  company  has  licensed  its  products  to  51  of  the  largest  100 
banks  in  the  U.S.,  and  on  November  30,  1983  was  maintaining 
over  240  copies  of  its  products  for  active  customers. 

. Vector  products  contributed  approximately  $2.6  million  (16%)  to 
pro  forma  fiscal  1983  revenue. 
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EXHIBIT  A 

STERLING  SOFTWARE,  INC. 
SYSTEMS  SOFTWARE  PRODUCTS 


COMPANY/PRODUCT 

DESCRIPTION 

LICENSE  FEES 

NUMBER 

INSTALLED 

Dylakor 

(1-,  2-,  3-,  or  5-Year  Licenses) 

- DYL-280 

Free-form  report  writer/utility/ 
information  handling  system 

$2, 263-SI, 680/Year 

1 ,300+ 

- DYL-260 

Fixed-form  report  writer/file 
utility 

$2, 263-SI, 680/Year 

1,025 

- DYL-270 

Programmer  utility  and  data 
management  system 

$1, 560-SI, 080/Year 

NEW 

- DYL-AUDIT 

Statistical  audit  package 

$1, 684-SI, 272/Year 

184 

Sterling  Software 
Marketing  (SSM) 

(Per  CPU  Perpetual  Licenses) 

- COMPAREX 

Data  and  text  file  comparison 
utility 

$4,000  (VM,  DOS) 
$8,000  (OS) 

75+ 

- ESP 

Execution  Scheduling  Processor 

. ESP/JSS 

. Job  Submission  System 

Starting  at  $12,000 

| 20 

. ESP/DJC 

. Dependent  Job  Control 

Starting  at  $12,000 

- JOL 

Job  Organization  Language 

Starting  at  $50,000  (VS1 ) 
$60,000  (MVS) 

25 

- QUICK-TUBE 

TSO/TCAM  Enhancement 

RENTAL  ONLY  $800/Mo. 
Per  CPU 

125+ 

Software  Laboratories 
(Marketed  by  SSM) 

(Perpetual  Licenses) 

- DMS/OS 

DASD  Management  System 

$12,000-$30,000 

900+ 

Empire  Computer  Soft- 
ware (Marketed  by  SSM) 

(Perpetual  Licences) 

- TRACS 

File  transfer  system 

$5,500  (DOS) 
$8,000  (OS) 

150 

_ PC-TRACS 

Bisynch  file  transfers  for  IBM  PC 

$950 

60 
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EXHIBIT  B 

STERLING  SOFTWARE,  INC. 
APPLICATIONS  SOFTWARE  PRODUCTS 


■ 

NUMBER 

PERPETUAL 

INSTALLED 

COMPANY/PRODUCT 

DESCRIPTION 

LICENSE 

(Estimate) 

Directions,  Inc. 

— Vector  1 

Check  processing  analysis  and  reporting 

$ 36,000 

60 

— Vector  II 

Check  processing  equipment  control 

$ 34,000 

50 

— Vector  III 

Processed  check  filing  system 

$ 38,000 

130 

— Vector  IV 

Catalogue  and  monitoring  tool 

$ 40,000 

30 

— Vector  V 

Check  information  access  system 

$ 40,000 

— Vector  VI 

Enhancements  to  IBM's  check 
processing  control  system 

$ 10,000 

10 

Pacesetter  Systems,  Inc. 

- PACER/ATJ 

Accumulated  Transactions  Journal 

$ 30,000 

70 

- PACER/CDS 

Combined  Deposit  System 

$160,000 

4 

- PACER/CIF 

Customer  Information  File 

$100,000 
Base  Price 

NEW 

. PACER/FAST 

On-line  customer  proposals  for  bank 
products  (sales  support) 

$ 40,000 

. PACER /MARKETING 

Market  analysis  of  the  retail  customer 

$ 40,000 

. PACER/ 

Profitability  analysis  of  the  corporate 

$ 60,000 

PROFITABILITY 

customer 

- PACER/FIPS 

Host  Processing  System  to  monitor  and 
control  on-line  network  supporting 
automated  and  manned  teller  machines 

$ 50,000 

NEW 

- PACER/IRS 

Interest  Reporting  System 

$ 40,000 

32 
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Pacesetter  Systems  owns  and  markets  five  banking  applications  soft- 
ware products  (marketed  under  the  name  "Pacer")  that  are  used 
primarily  to  support  the  accounting  functions  and  administrative  opera- 
tions of  commercial  banks. 

. Pacesetter  Systems  has  licensed  its  products  to  over  70  banks 
and  bank  service  companies  and  on  November  30,  1983  was 
maintaining  over  140  copies  of  its  products. 

. Pacer  products  contributed  $1.3  million  (8%)  to  pro  forma  fiscal 
1983  revenue. 

INDUSTRY  MARKETS 

• Approximately  61%  of  Sterling  Software's  pro  forma  fiscal  1983  revenue  was 
derived  from  cross-industry  sales  and  support  of  its  systems  software 
products.  Thirty-nine  percent  of  revenue  was  derived  from  the  banking 
industry.  The  company's  customers  included  67  of  the  top  100  Fortune  500 
companies  and  79  of  the  largest  100  commercial  banks  in  the  U.S. 

GEOGRAPHIC  MARKETS 

• Approximately  95%  of  Sterling  Software's  pro  forma  fiscal  1983  revenue  was 
derived  from  the  U.S.  The  remaining  5%  was  derived  primarily  from  newly 
established  marketing  subsidiaries  in  England  and  Germany. 

• Subsidiary  locations  are  as  follows: 

Directions,  Inc.:  Dallas. 

Software  Laboratories,  Inc.:  San  Bernardino  (CA). 

Dylakor:  Granada  Hills  (CA). 

Sterling  Software  Marketing:  Sacramento.  Foreign  subsidiaries  of  SSM 
are  located  in  England  and  Germany. 

Empire  Computer  Software,  Inc.:  Cheney  (WA). 

Pacesetter  Systems,  Inc.:  Dallas. 

• Sterling  Software  is  also  represented  by  an  aggregate  of  nine  independent 
sales  agents  covering  24  countries  outside  the  U.S. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Sterling  Software  has  one  IBM  4341,  MVS,  installed  at  Software  Laboratories 
in  San  Bernardino  (CA). 
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STERLING  SOFTWARE.  INC.,  Geno  P.  Tolari,  Group  President,  Federal 

FEDERAL  SYSTEMS  BUSINESS  Systems  Group 

1121  San  Antonio  Road  Frank  Greene,  President,  ZeroOne 


P.O.  Box  50870 
Palo  Alto,  CA  94303 
(415)  964-9900 

Systems,  Inc. 

Operating  Unit  of  Sterling  Software,  Inc. 
Total  Revenue,  Fiscal  Year  End 
9/30/88:  $72,236,000 

The  Company 

Sterling's  Federal  Systems  Business  provides  software 
development,  network  development,  and  systems  operations 
professional  services,  generally  under  long-term  contracts,  that 
support  both  military  and  non-military  projects  for  the  federal 
government  through  the  following  units: 

• The  Federal  Systems  Group,  headquartered  in  Palo  Alto  (CA), 
has  two  divisions  as  follows: 

- The  Intelligence  and  Military  Division,  headquartered  in 
Bellevue  (NE),  provides  highly  specialized  communications 
products. 

- The  Systems  and  Scientific  Division,  headquartered  in  Palo 
Adto  (CA),  primarily  software  development  and  support 
services  to  the  NAS  A/ Ames  Research  Center. 

• ZeroOne  Systems,  Inc.,  headquartered  in  Santa  Clara  (CA), 
specializes  in  the  design  and  operation  of  supercomputer  data 
centers. 

Fiscal  1988  revenue  reached  $72.2  million,  a 55%  increase  over 
fiscal  1987  revenue  of  $46.6  million.  A three-year  financial 
summary  follows: 

June  1989 
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STERLING  SOFTWARE,  INC. 
FEDERAL  SYSTEMS  BUSINESS 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

Revenue 

$72,236 

$46,583 

$37,909 

• Percent  increase 

from  previous  year 

55% 

23% 

N/A 

Operating  profit  (a) 

$6,854 

$6,887 

$4,552 

• Percent  increase 

from  previous  year 

— 

51% 

N/A 

(a)  Before  corporate  items. 


Sterling  management  attributes  revenue  increases  in  fiscal  1988 
primarily  to  $14.1  million  in  revenue  from  ZeroOne  Systems, 
which  was  acquired  by  Sterling  in  August  1987,  and  to  higher 
revenues  in  the  Intelligence  and  Military  Division. 

During  the  year  the  Federal  Systems  Business  competed  for  six 
prime  contracts  and  won  five,  increasing  its  revenue  backlog  to 
approximately  $66  million. 

Federal  Systems  Business  competitors  include  Computer  Sciences 
Corporation,  Boeing  Computer  Services,  and  McDonnell  Douglas 
Information  Systems  Company. 


Key  Products  and  One  hundred  percent  of  the  Federal  Systems  Business'  revenue  is 

Services  derived  from  its  various  professional  services  activities.  An 

estimated  55%  is  derived  from  software  development,  20%  from 
network  development,  and  25%  from  systems  operations  services. 

The  Intelligence  and  Military  Division  provides  continuous 
support  for  highly  specialized  military  communications  projects, 
such  as  automated  message  handling  for  Air  Force  Intelligence 
and  the  Department  of  Defense  Intelligence  Information  System. 

The  Systems  and  Scientific  Division  primarily  provides 
professional  services  to  the  NASA/Ames  Research  Center. 

• Support  services  include  software  development,  systems 

analysis,  systems  design,  integration  of  new  software  with  other 
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software  programs  and  hardware,  documentation,  security, 
training,  configuration  installation,  and  operations 
management. 

• The  Federal  Systems  Group  has  been  a prime  contractor  to 
NASA  for  over  23  years  and  has  been  a significant  contributor 
to  NASA's  scientific  discoveries  by  providing  data  acquisition, 
data  control,  graphics,  star  tracking,  and  flight  planning 
software  for  astronomical  and  meteorological  experiments. 

• In  November  1988,  Sterling  was  notified  that  it  had  not  been 
selected  for  negotiation  on  the  renewal  of  the  most  significant 
of  its  eight  contracts  at  NASA/Ames  to  provide  services  over 
the  three-year  period  (plus  two  one-year  options)  beginning  in 
1989.  In  December  1988,  a protest  was  filed  by  Sterling  and  in 
March  1989,  it  was  announced  that  the  General  Services  Board 
of  Contract  Appeals  upheld  the  protest.  As  a result  of  the 
Board's  decision,  NASA  has  reopened  negotiations  with 
Sterling  and  another  bidder. 

- The  contract  is  a recompetition  of  a previous  five-year 
contract  under  which  Sterling  has  been  provided  software 
services  to  support  certain  research  efforts  and  data 
processing  requirements.  Aggregate  revenues  under  this 
contract  were  approximately  $21.2  million,  $19.7  million,  and 
$13.7  million  for  fiscal  1988,  1987,  and  1986,  respectively. 

- Based  on  Sterling's  proposal,  the  value  of  the  new  five-year 
contract  should  be  approximately  $24  million  for  the  first 
twelve  months. 

ZeroOne  Systems,  which  contributed  $14.1  million  to  Sterling's 
fiscal  1988  revenue,  specializes  in  the  design  and  operation  of 
supercomputer  centers.  ZeroOne  currently  operates  two 
supercomputer  centers:  the  Advanced  Computational  Facility  at 
NASA/Ames  and  the  John  von  Neumann  Center  at  Princeton. 

• ZeroOne  provides  on-site  technical  staff,  day-to-day  systems 
operation  and  maintenance  support,  hardware  and  software 
enhancements,  secure  processing,  and  performance  monitoring. 
This  division  also  provides  system  evaluation,  benchmarking, 
performance  assessment,  integration,  conversion,  optimization, 
networking  design,  and  assistance  in  software  design,  facilities 
design,  and  system  implementation. 

• ZeroOne  has  been  responsible  for  the  development  and 
operation  of  the  Advanced  Computational  Facility  at  the 


June  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  3 of  4 


STERLING  SOFTWARE  FEDERAL  SYSTEMS  BUSINESS 


INPUT 


NAS  A/ Ames  Research  Center  since  1981,  and  other  computer 
centers  for  the  federal  government  since  the  early  1970’s. 

- NASA/ Ames  is  ZeroOne's  largest  customer. 

- The  NASA/ Ames  Advanced  Computational  Facility  is  based 
on  a Cray  XMP/48. 

• ZeroOne  also  operates  the  John  von  Neumann  Center  at 
Princeton  University  in  New  Jersey,  a major  research  facility 
funded  by  the  National  Science  Foundation  for  a consortium  of 
thirteen  universities.  The  Center  uses  a Control  Data  ETA/ 10 
system. 

Industry  Markets 

This  business'  largest  customer  is  NASA/Ames  Research  Center. 

Geographic 

Markets 

Sterling  Software  Federal  Systems  has  offices  in  Palo  Alto  and 
Santa  Clara  (CA)  and  Bellevue  (NE). 
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STERLING  SOFTWAREJNC.. 
SYSTEMS  SOFTWARE  GROUP 

21050  Vanowen  Street 
P.O.  Box  1452 
Canoga  Park,  CA  91304 
(818)  716-1616 


Werner  L.  Frank,  Group  President 
Operating  Group  of  Sterling  Software,  Inc. 
Total  Revenue,  Fiscal  Year  End 
9/30/88:  $60,869,000 


The  Company  Sterling  Software's  Systems  Software  Group  provides  systems 

software  products  and  associated  support  services  through  five 
divisions. 

- The  Answer  Systems  Division,  headquartered  in  Canoga 
Park  (CA),  develops  and  markets  application  development 
tools  for  users  of  IBM  mainframes  and  microcomputers. 

- The  Dylakor  Division,  headquartered  in  Chatsworth  (CA), 
provides  the  DYL  family  of  programmer  productivity  tools, 
including  IBM  mainframe  information  management, 
retrieval/update,  query,  report  writing,  and  utility  systems 
software  products  and  micro-to-mainframe  links. 

- The  Software  Labs  Division,  headquartered  in  San 
Bernardino  (CA),  supplies  research  development  and 
support  for  Sterling  Software's  storage  management  and 
communications  products. 

- The  Systems  Software  Marketing  Division,  headquartered  in 
Rancho  Cordova  (CA),  markets  systems  software  products 
domestically  which  have  been  developed  by  Software  Labs  or 
independent  third-party  developers. 

- The  Sterling  Software  International  Division,  headquartered 
in  London  (England),  markets,  on  an  international  basis,  the 
products  offered  by  the  other  divisions  within  the  Systems 
Software  Group. 

Fiscal  1988  revenue  reached  $60.9  million,  a 4%  increase  over 
fiscal  1987  revenue  of  $58.6  million.  A three-year  financial 
summary  follows: 
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STERLING  SOFTWARE,  INC. 
SYSTEMS  SOFTWARE  GROUP 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

Revenue 

$60,869 

$58,571 

$52,042 

• Percent  increase 

from  previous  year 

4% 

13% 

N/A 

Operating  profit  (a) 

$15,026 

$14,922 

$8,625 

• Percent  increase 

from  previous  year 

1% 

166% 

N/A 

(a)  Before  corporate  items. 


Sterling  management  attributes  revenue  increases  in  fiscal  1988 
primarily  to  a $2  million  increase  in  revenues  generated  by  the 
group's  International  Division. 

Major  competitors  of  Sterling  Software's  Systems  Software  Group 
include  Pansophic  and  Computer  Associates. 


Key  Products  and  One  hundred  percent  of  the  Systems  Software  Group's  revenue  is 

Services  derived  from  systems  software  products  and  associated  support 

services  (60%  application  development  tools,  25%  data  center 
management,  and  15%  communications  products). 

The  Systems  Software  Group  provides  a range  of  software 
products  to  improve  the  operations  of  large  data  processing 
centers. 

• The  group's  customers  are  primarily  Fortune  1,000  size 
companies  in  various  industries  with  major  IBM  installations. 

• The  group's  systems  software  products  are  summarized  in  the 
exhibit  and  generally  address  three  data  processing  areas: 

- Products  to  manage  and  control  a data  processing  center  and 
the  internal  operations  of  a computer 

- Communications-oriented  software  products  to  enhance 
computer-to-computer  data  exchange  and  interface 
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STERLING  SOFTWARE,  INC. 
SYSTEMS  SOFTWARE  GROUP 
SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

Data  Center  Management 

dms/osr 

DASD  storage  management  system 

DMS/PC 

Micro  hard  disk  data  management  system 

STERLING  RESTORE  MONITOR 

Automatic  restore  activity  monitor 

STERLING  SPACE  MONITOR 

Color  graphics  DASD  management  utility 

Volume  Allocation  Manager  (VAM) 

VSAM  data  manager  utility 

shrink” 

Data  set  compression  programs 

- SHRINK/MVSr 

- shrink/ims” 

- SHRINK/IDMS” 
Configuration  Manager 

Data  storage  management  tool 

DRS/Recover 

Data  recovery  tool 

DRS/Update 

Data  recovery  tool 

DRS/Batch 

Data  recovery  tool 

SmartDASD 

Performance  optimization  product 

Data  Communications 

SUPERTRACSr 

TRACS” 

Multitask  file  transfer  system 
File  transfer  system 

pc-tracsr 

Batch  data  communications  systems  for  micros 

Applications  Development 

DYL-280  llR 
DYL-280R 

Fourth  generation  information  management  system 
Fourth  generation  data  management  system 

DYL-260 

Fixed-form  report  writer/utility 

DYL-270 

Multi-function  extraction  tool 

DYL-VLINK 

Micro-to-mainframe  link 

DYL-IQ  EXPRESS 

Interactive  query  and  reporting  system 

DYL-ONLINE 

Program  development  tools 

DYL-INTERFACE 

Interfaces  to  DYL-280  II,  DYL-280,  and  DYL-270 

- DYL-INTERFACE  DB2 

Interface  with  DB2 

- DYL-INTERFACE  IDMS/R 

Interface  with  IDMS/R 

- DYL-INTERFACE  SQL/DS 

Interface  with  SQL/DS 

DYL-AUDIT 

Audit  and  financial  information  system 

DYL-SECURITY 
DYL-CALC 
QUIKJOB 
MARK  VR 

Encryption/decryption  software 
Mainframe  spreadsheet 
Report  writer/file  utility 
On-line  application  development  tool 

MARK  IVR 

Batch  application  development  tool 

MARK-ISPF 

Application  development  tool  for  MARK  IV 

COMPAREX” 

Answer/DBR 

Data  and  text  file  comparison  utility 
On-line  report  generator 

Answer/DB-Personal  Reporter 

Person  report  generator 

Answer/DB-lnquiry 

Ad  hoc  inquiry  tool 

Answer/DB-Extractor 

Micro/Answer  mainframe  component 

Micro/Answer 

Micro-mainframe  link 

Lotus/Answer” 

Data  extraction  tool 

dBASE/Answer” 

Data  extraction  tool 

PC/Net-Link 

Data  base  inquiry  tool 

Sterling  Auto*Test 

Automated  software  testing  tool 
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- Applications  development  tools  to  assist  programmers  with 
development,  utilities,  and  mainframe  data  extraction. 

• The  products  are  available  for  IBM  and  compatible  mainframes 
and  microcomputers  under  multiple  operating  systems. 

• There  are  currently  over  13,500  product  installations 
worldwide. 

Recent  product  releases  include  the  following: 

• STERLING  RESTORE  MONITOR  allows  users  of  Sterling 
Software's  DMS/OS  storage  management  system  to  monitor 
both  automatic  and  batch  restore  activity  and  determine  how 
many  data  sets  have  been  moved  from  disk  to  other  levels  in  the 
storage  hierarchy. 

• STERLING  SPACE  MONITOR  is  a DASD  management 
utility  that  provides  information  about  the  current  space  usage 
in  a company's  DASD  volumes,  volume  pools,  or  total  system, 
reporting  the  usage  in  color-coded  bar  graphs  and  pie  charts. 

• STERLING*AUTOTEST  is  a PC-resident  automated  software 
testing  programmer  productivity  tool 

Most  customers  elect  to  purchase  ongoing  maintenance  and 

services  contracts  for  an  annual  cost  equal  to  approximately  12% 

to  15%  of  the  current  license  cost  of  the  products. 

Industry  Markets 

The  target  market  for  the  Systems  Software  Group  is  large 
organizations  with  IBM  mainframe  installations. 

Approximately  3%  ($1.8  million)  of  the  Systems  Software  Group's 
fiscal  1988  revenue  was  derived  from  the  federal  government. 

Geographic 

Markets 

Approximately  70%  of  the  Systems  Software  Group's  fiscal  1988 
revenue  was  derived  from  the  U.S.  and  30%  from  international 
sources. 
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Sterling  Commerce,  Inc. 


Chairman  & CEO: 
President  & COO: 
8080  North  Central 
Suite  1100 
Dallas,  TX  75206 
Phone: 

Fax: 

Internet: 


Sterling  Williams 
Warner  C.  Blow 
Expressway 


(214)  891-8600 
(214)  739-0535 


Http://www.stercomm.com 


STERLING 

COMMERCE 


Status:  Public 

Parent:  Sterling  Software,  Inc. 

Employees:  1 ,009  (9/95) 

Revenue:  $203,578,000* 

Fiscal  Year  End:  9/30/95 

* Restated 


Key  Points 

• Sterling  Commerce  is  a leading  provider  of 
electronic  data  interchange  (EDI)  and  other 
electronic  commerce  products  and  services 
worldwide. 

• Sterling  Commerce  was  formed  in  December 
1995  as  a subsidiary  to  hold  the  businesses 


of  Sterling  Software’s  Electronic  Commerce 
Group. 

• In  February  1996,  Sterling  announced  an 
initial  public  offering  of  approximately  16% 
of  Sterling  Commerce,  representing 
approximately  12  million  shares  of  common 
stock. 

• During  fiscal  1995,  Sterling  acquired 
MAXXUS,  Inc.,  a leading  provider  of  PC- 
based  cash  management  software, 
expanding  the  company’s  bank  customer 
base  and  extending  its  electronic  commerce 
offerings  to  include  products  and  services  for 
small-  and  medium-sized  financial 
institutions. 


©INPUT  1996  Reproduction  prohibited  VA-96 


All  brand  names  and  product  names  are  acknowledged  to  be  trademarks  or  registered  trademarks  of  their  owners 


Page  1 of  10 


INPUT  Vendor  Profile 


Company  Description 

Sterling  Commerce  develops,  markets,  and 
supports  electronic  commerce  software 
products  and  provides  electronic  commerce 
network  services  that  enable  businesses  to 
engage  in  business-to-business  electronic 
communications  and  transactions. 

Organization  and  Structure 

Sterling  Commerce  operates  through  five 
separate  groups,  four  of  which  offer  distinct 
families  of  products  and  services  in  North 
America  and  one  of  which  markets  network 
services  and  related  products  outside  of  North 
America. 

• The  Network  Services  Group,  headed  by 
Paul  L.  H.  Olson,  provides  electronic 
commerce  network  services,  offering  a 
variety  of  value-added  services  and  software 
solutions  under  the  COMMERCE  family 
name. 

• The  Communications  Software  Group, 
headed  by  Stephen  R.  Perkins,  provides 
software  products  and  services  under  the 
CONNECT  family  name  that  enable 
customers  to  send  and  receive  data 
electronically  and  support  a variety  of  data 
transfer,  EDI,  electronic  funds  transfer, 
claims  processing  and  inventory 
management  functions. 

• The  Interchange  Software  Group,  headed  by 
J.  Brad  Sharp,  provides  electronic  commerce 
translation  software,  which  converts  data 
into  and  out  of  standard  electronic 
commerce  formats,  marketed  under  the 
GENTRAN  family  name. 

• The  Banking  Systems  Group,  headed  by 
William  Hymes,  with  its  VECTOR  family  of 
products,  provides  financial  EDI,  item 
processing  and  electronic  payments  software 


and  related  services  for  financial 
institutions. 

• The  International  Group  markets  network 
services  and  related  products  outside  of 
North  America,  primarily  in  Europe. 

In  addition  to  its  principal  executive  offices  in 
Dallas  (TX),  Sterling  Commerce  has  offices  in 
San  Francisco,  Sacramento,  and  San 
Bernardino  (CA);  Ann  Arbor  (MI);  New  York 
(NY);  Dublin  (OH);  Washington,  D.C.;  Toronto 
(Canada);  London  (England);  Paris  (France); 
and  Dusseldorf  (Germany). 

Company  Strategy 

Sterling  Commerce’s  principal  marketing 
strategy  focuses  on  promoting  the  advantages 
of  electronic  commerce  and  expanding  the 
number  of  businesses  and  industries  using 
Sterling’s  products  and  network  services. 

Sterling  Commerce’s  objective  is  to  continue  to 
strengthen  its  position  as  a leading  worldwide 
provider  of  electronic  commerce  products  and 
services  in  an  expanding  market.  Key 
elements  of  the  company’s  strategy  to  achieve 
this  objective  include  the  following: 

• Offering  a complete  range  of  software 
products  and  network  services 

• Enhancing  existing  products  and 
introducing  and  acquiring  new  products 
based  on  current  and  anticipated  customer 
needs 

• A marketing  strategy  that  focuses  on 
promoting  the  advantages  of  electronic 
commerce  and  expanding  the  number  of 
businesses  and  industries  using  Sterling’s 
products  and  services,  participating  in  a 
number  of  comarketing  arrangements  and 
other  marketing  alliances,  and  rapidly 
expanding  its  business  internationally, 
especially  in  Europe. 
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Financials 

Sterling  Commerce’s  fiscal  1995  revenue 
reached  $203.6  million,  a 31%  increase  over 
fiscal  1994  revenue.  Net  income  reached 
$42.9  million,  up  from  $27.8  million  in  fiscal 
1994. 

In  the  five-year  summary  that  follows, 
financial  data  has  been  restated  to  reflect 
Sterling  Commerce  as  a separate  operation 
from  Sterling  Software,  with  reasonable 
allocation  of  incremental  administrative  costs 
and  income  tax  expenses. 


Sterling  Commerce,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

9/91 

Revenue 

$203.6 

$155.9 

$117.8 

$88.9 

$71.0 

• Percent  change  from 
previous  year 

31% 

32% 

33% 

25% 

N/A 

Income  before  taxes 

$72.0 

$46.4 

$25.4 

$14.9 

$13.4 

• Percent  change  from 
previous  year 

55% 

83% 

70% 

11% 

N/A 

Net  income 

$42.9 

$27.8 

$15.2 

$9.0 

$8.1 

• Percent  change  from 
previous  year 

54% 

83% 

69% 

11% 

N/A 

• Using  the  Internet  as  a vehicle  to  expand 
the  electronic  commerce  market, 
particularly  among  smaller  businesses  and 
trading  partners 

• Providing  outstanding  customer  support 

• Actively  seeking  strategic  alliances  to 
expand  its  distribution  channels  and  to 
integrate  its  products  and  services  with 
complementary  products  and  services  of 
other  vendors. 


Revenue  increases  during  fiscal  1995  were 
attributed  to  the  following: 

• Service  revenue,  derived  mostly  from 
network  processing  of  EDI  documents, 
increased  39%  over  fiscal  1994,  primarily 
due  to  the  growth  in  existing  network 
customer  volume  and  the  addition  of  new 
customers  to  the  network  in  the  health  care, 
grocery,  retail,  and  hardlines  vertical 
markets. 

• The  number  of  network  customers  grew 
from  approximately  9,000  as  of  September 


30,  1994  to  approximately  11,300  as  of 
September  30,  1995. 

• Product  revenue  increased  27%  and  product 
support  revenue  increased  22%  over  fiscal 
1994.  The  three  product  lines — 
communications  software,  banking  systems, 
and  interchange  software — each  had 
revenue  growth  in  product  and  product 
support  revenue  due  to  sales  of  new 
products  from  businesses  acquired  in  1994 
(American  Business  Computer),  new 
product  releases,  the  addition  of  new 
customers,  some  product  price  increases, 
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and  a continuing  expansion  of  the  installed 
customer  base  for  product  support  revenue. 

• Recurring  revenue  increased  32%  in  fiscal 
1995  and  represented  59%  of  total  revenue. 

• For  fiscal  1995,  43%  of  product  revenue  was 
for  products  that  run  on  operating  platforms 
other  than  mainframe  operating  systems,  as 
compared  to  30%  in  fiscal  1994. 

• Approximately  13%  ($26  million)  of  the 
Sterling  Commerce’s  fiscal  1995  revenue 


Interim  Results 

Revenue  for  the  three  months  ending 
December  31,  1995  reached  $56.2  million,  a 
25%  increase  over  $45.1  million  for  the  same 
period  in  1994.  Net  income  reached  $12.3 
million,  compared  to  $8.7  million  for  the  same 
period  a year  ago. 

• Network  services  revenue  increased  28%, 
primarily  from  the  growth  in  existing 
network  services  customer  volume  and  the 
addition  of  new  customers,  primarily  in  the 
grocery,  hardlines,  and  retail  vertical 
markets.  The  number  of  network  services 
customers  grew  from  approximately  9,600 


was  derived  from  the  International  Group 
compared  to  11%  ($18  million)  in  fiscal 
1994. 

Revenue  Analysis  by  Product/ Service 

Approximately  58%  of  Sterling  Commerce’s 
fiscal  1995  revenue  was  derived  from  software 
products  and  associated  support  services,  36% 
from  network  services,  and  the  remaining  6% 
from  royalties  from  affiliated  companies. 

A three-year  summary  of  source  of  revenue 
follows: 


as  of  December  31,  1994  to  11,900  as  of 
December  31,  1995. 

• Products  revenue  increased  14%  and 
product  support  revenue  increased  29%.  All 
of  the  company’s  product  lines  experienced 
growth  in  product  revenue  and  product 
support  revenue  due  to  the  addition  of  new 
customers,  new  product  offerings,  certain 
product  price  increases  and  a continuing 
expansion  of  the  installed  customer  base  for 
product  support. 

• This  growth  was  partially  offset  by  a decline 
of  $839,000  or  68%  in  revenue  from  the 


Sterling  Commerce,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  products 

$71.6 

35% 

$56.3 

36% 

$43.5 

37% 

Software  product  support 

46.2 

23% 

38.0 

24% 

29.9 

25% 

Network  services 

74.1 

36% 

53.2 

34% 

39.5 

34% 

Royalties  from  affiliated  companies  (a) 

11.7 

6% 

8.4 

5% 

4.9 

4% 

Total  (a) 

$203.6 

100% 

$155.9 

100% 

$117.8 

100% 

(a)  Royalties  relate  to  international  licenses  of  software  products  and  product  support  agreements. 

(b)  Differences  due  to  rounding. 
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federal  government  due  to  the  federal 
government  shutdown  during  the  three 
months  ending  December  31,  1995. 

Market  Financials 

Sterling  Commerce  derives  its  revenue  from 
the  manufacturing,  grocery,  retail,  banking, 
hardlines,  consumer  goods,  government, 
telecommunications,  health  care, 
pharmaceuticals,  and  transportation 
industries. 

Geographic  Markets 

Approximately  85%  of  Sterling  Commerce’s 
fiscal  1995  revenue  was  derived  from  North 
America  and  15%  from  international  sources. 

Acquisitions 

In  March  1995,  Sterling  acquired  MAXXUS, 
Inc.  of  San  Francisco  (CA). 

• MAXXUS  provides  PC-based  cash 
management  software. 

• The  acquisition  added  200  new  banking 
clients  and  extended  Sterling’s  offerings  to 
include  products  and  services  for  small  and 
medium-sized  financial  institutions  and 
added  complementary  electronic  payment 
products  to  the  company’s  financial  EDI 
offerings. 

• The  operations  of  MAXXUS  have  been 
merged  into  Sterling  Commerce’s  Banking 
Systems  Group. 

In  August  1994,  Sterling  acquired  American 
Business  Computer  Company  in  a pooling-of- 
interests  transaction. 

• American  Business  Computer,  based  in 
Detroit  (MI),  developed,  marketed,  and 
supported  UNIX-based  EDI  products, 
including  products  that  provide  electronic 
commerce  gateway  functionality. 


• The  operations  of  American  Business 
Computer  have  been  merged  into  Sterling’s 
Electronic  Commerce  Group. 

Employees 

As  of  September  30,  1995,  Sterling  Commerce 
had  1,009  full-time  employees,  segmented  as 
follows: 


Marketing,  sales  and  sales 

support 316 

Customer  support 275 

Technical  personnel 276 

Administration,  finance,  and 
management 142 


1,009 

Key  Products  and  Services 

The  Network  Services  Group,  headquartered 
in  Columbus  (OH),  provides  EDI  network 
services  and  software  under  the  COMMERCE 
family  name.  As  of  September  30,  1995,  the 
group  had  more  than  11,300  network 
customers. 

• COMMERCE:Network  combines  EDI,  E- 
mail,  library  services  and  file  transfer  into  a 
full-service  network  offering  that  supports 
all  major  communications,  messaging  and 
data  standards  including  BSC,  SNA,  X.25, 
X.400,  ANSI  X.12  and  EDIFACT.  The 
network  is  accessible  through  a range  of 
connectivity  options,  including  toll-free  dial- 
up, internationally  available  packet- 
switched  networks  and  the  Internet. 
COMMERCE:Network  can  connect  to  more 
than  20  other  networks.  Value-added 
services  include  trading  partner  and  vendor 
implementation  programs,  extended 
customer  support,  product  training, 
education,  consulting,  and  other 
professional  services. 

• COMMERCE:Catalog  is  an  electronic 
database  of  product  information  that 
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permits  manufacturers  to  list  products  and 
related  universal  product  code  information 
in  a central  repository  in  order  to  place 
current  product  and  ordering  information 
quickly  and  easily  in  the  hands  of  buyers. 

• COMMERCE:Interactive,  another  network 
service,  accelerates  the  speed  of 
transmission  for  time-critical  business 
documents. 

• COMMERCErConnection  is  a Windows- 
based  suite  of  software  products  that 
provides  integrated  access  to  a range  of 
electronic  commerce  services,  including  EDI, 
E-mail,  file  transfer  and  electronic  libraries. 

• COMMERCE:Forms  is  a PC-based  software 
product  that  converts  electronic  forms  into 
an  EDI  format  and  is  targeted  to  the  small 
to  medium-sized  enterprise  market. 

• Electronic  commerce  training  and  education 
are  provided  through  COMMERCE:Institute 
and  supplemented  with  on-line  information 
offered  through  COMMERCE:Resource. 

• Network  services  are  generally  provided  to 
trading  partners  within  industry  markets. 
The  company’s  primary  vertical  industry 
markets  include  banking,  consumer  goods, 
government,  grocery,  hardlines,  health  care, 
manufacturing,  retail,  telecommunications, 
and  transportation. 

• During  fiscal  1995,  Sterling  launched  its 
network  services  in  Europe. 

The  Interchange  Software  Group,  based  in 
Columbus  (OH),  markets  the  company’s  EDI 
management  software  products  under  the 
GENTRAN  family  name.  As  of  September  30, 
1995,  the  group  had  more  than  3,400  EDI 
translation  software  customers. 


• GENTRAN: Basic,  the  base  EDI  translation 
product  for  the  mainframe,  AS/400  and  HP 
3000  platforms,  translates  data  from 
internal  formats  for  processing. 

• GENTRAN:Plus  adds  Sterling’s 
communications  products  to  the 
GENTRAN: Basic  offering  for  MVS  or  VSE 
mainframes. 

• GENTRAN: Realtime  for  MVS  mainframes 
provides  on-line  translation  and  EDI 
management  capabilities  for  critical 
documents  requiring  immediate  response. 

• GENTRAN:Server  is  an  electronic  commerce 
gateway  that  recognizes,  manages  and 
x’outes  all  types  of  business  messages, 
providing  seamless  integration  of  all  the 
components  required  to  support  electronic 
commerce  at  the  enterprise  level. 

• GENTRAN:Director  provides  Windows- 
based  EDI  processing. 

• GENTRAN:Integrator  is  a software 
developer’s  toolkit  for  GENTRAN:Director, 
providing  tools  to  implement  and  EDI- 
enable  PC  applications  for  mass  distribution 
or  to  build  templates  and  forms  for 
distribution  with  multiple  copies  of 
GENTRAN:Director’s  user  interface. 

• GENTRAN:Mentor  uses  expert  systems 
technology  and  graphical  navigation  to 
automate  EDI  mapping  and  is  available  for 
PC  and  UNIX  platforms. 

• GENTRAN:Excel  provides  EDI  processing 
in  PC-DOS  and  UNIX  environments. 

• GENTRAN: Dataguard  provides  data 
security  through  encryption/decryption. 

• GENTRAN:Viewpoint  enhances  document 
tracking  and  exception  handling. 
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• GENTRAN: Examiner  provides  user-defined 
tracking  of  health  care  claims  documents. 

• GENTRAN: Client  permits  trading  partner 
and  map  development  independent  of 
connection  to  the  hosts. 

• GENTRAN: Structure  allows  the  definition 
and  support  of  fixed-format  standards. 

The  Communications  Software  Group, 
headquartered  in  Dallas  (TX),  provides  data 
communications  products  under  the 
CONNECT  family  name.  As  of  September  30, 
1995,  the  group  had  more  than  2,100  installed 
customers. 

• The  CONNECT  family  is  a complete  suite  of 
integrated  file  transfer  and  communications 
management  solutions  that  support  a 
variety  of  protocols,  including  BSC,  SNA, 
X.25  and  TCP/IP,  on  a variety  of  operating 
systems  and  hardware  platforms,  including 
MVS,  VSE,VM,  Tandem,  VMS,  AS/400, 
UNIX,  MS-DOS,  OS/2,  NetWare,  Windows, 
and  Windows  NT.  The  products  provide 
full-function  automated  file  transfer  for 
clients  of  all  industry  classifications. 

• CONNECT: Direct  is  used  primarily  to  move 
large  volumes  of  data  with  a focus  on  high 
performance  that  addresses  intracompany 
and  intercompany  requirements.  It 
addresses  the  local-area  network  market 
with  releases  for  NetWare  and  Windows  NT. 

• CONNECT:Mailbox  is  used  primarily  to 
move  information  between  corporations  with 
a focus  on  wide  connectivity.  It  provides 
open  connections  throughout  the  network  to 
any  host,  midrange  or  remote  workstation  or 
value-added  network. 

• CONNECT:Firewall  is  an  application-layer 
security  software  and  enterprise  gateway 


management  system  that  secures  networks 
from  intrusions  via  the  Internet  and 
provides  E-mail  and  name-server 
administration. 

• CONNECT:Queue  is  a scheduling  and 
workload  balancing  system  for 
heterogeneous  UNIX  networks. 

The  Banking  Systems  Group,  headquartered 
in  Dallas  (TX),  specializes  in  software  for  the 
item  processing  and  financial  EDI  operations 
of  major  banks.  The  division  markets  the 
VECTOR  family  of  products.  As  of  December 
31,  1995,  Sterling  had  approximately  1,900 
VECTOR  installations  at  more  than  800 
banking  institutions  worldwide,  including  99 
of  the  top  100  U.S.  banks. 

• VECTOR  products  are  used  by  major  banks 
for  item  processing  applications,  such  as 
statement  sorting,  research  and 
adjustments,  check  fraud  control,  electronic 
check  presentment,  return  item  processing, 
and  signature  verification.  The  products 
also  enable  banks  to  provide  integrated 
corporate  trade  payment  processing  services 
for  both  paper-based  check  payments  and 
electronic  payments. 

• VECTOR:Connexion  provides  financial  EDI 
payment  services  for  banks’  key  corporate 
customers  and  is  used  by  41  of  the  100 
largest  U.S.  bank  holding  companies. 

Clients 

Sterling  Commerce’s  customers  include  96  of 
the  Fortune  100  industrial  corporations  and 
99  of  the  top  100  U.S.  commercial  banks. 

A sample  of  customers  is  shown  in  the 
following  exhibit. 
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Exhibit 

Sterling  Commerce  Customers 


Industry/Customers 


Industry/Customers 


Industry/Customer 


Government  and 


Manufacturing 

Amoco  Corporation 
Cummins  Engine  Company,  Inc. 
The  Dow  Chemical  Company 
Imperial  Oil  Limited 
Martin  Marietta  Management  Data 
Systems 

Mead  Corporation 
Mobil  Corporation 

Siemens  Energy  & Automation,  Inc. 
Siemens  Nixdorf  Printing  Systems 
Sun  Microsystems,  Inc. 

Grocery  and  Food  Manufacturing 

Albertson’s,  Inc. 

Borden,  Inc. 

The  Kroger  Company 
Nestle  Food  Company 
The  Pillsbury  Company 
Sara  Lee  Corporation 
Star-Kist  Foods  Inc. 

Tropicana  Products,  Inc. 

Tyson  Foods  Inc. 

Wakefern  Food  Corporation 

Retail 

American  Stores  Company 
Ames  Department  Stores 
Best  Buy  Co.,  Inc. 

Dillard’s  Department  Stores 
Office  Depot 
Revco  D.S.,  Inc. 

Rite  Aid  Corporation 
Staples,  Inc. 

Target  Stores 
Topco  Sales 


Banking 

Boatman’s  Bancshares,  Inc. 

First  Interstate  Bancorp 
First  of  America  Corporation 
First  Union  Corporation 
Liberty  Bancorp,  Inc. 
NationsBanc  Services,  Inc. 

PNC  Bank,  National  Association 
Union  Bank  & Trust  Co. 
Wachovia  Operational  Services, 
Inc. 

Wells  Fargo  & Co. 

Hardlines 

Ace  Hardware  Corp. 

Black  & Decker  (U.S.),  Inc. 

The  Glidden  Company 
Hardware  Wholesalers,  Inc. 
Home  Depot  USA,  Inc. 

Lowe’s  Companies,  Inc. 

Newell  Companies 
Servistar/Coast  to  Coast  Corp 
The  Stanley  Works 

Consumer  Goods 

Hartz  Mountain 
Helene  Curtis 

Kimberly-Clark  Corporation 
Lever  Brothers  Company 
Levi  Strauss  & Co. 

Maybelline,  Inc. 

Nike,  Inc. 

The  Procter  & Gamble  Company 
Rubbermaid,  Incorporated 
Sunbeam-Northern  Company 


Telecommunications 

Alltel  Information  Services,  Inc. 

Bell  Atlantic  Network  Services,  Inc. 
Cincinnati  Bell  Information  Systems 
Defense  Logistics  Agency 
Department  of  Agriculture 
Federal  Reserve  Automation 
Services 

HHS-Health  Care  Financing  Admin. 
NYNEX  Mobile  Communications 
Social  Security  Administration 

Health  Care  and  Pharmaceuticals 

Abbott  Laboratories 
Baxter  Healthcare  Corporation 
Bayer  Laboratories,  Inc. 

Blue  Cross/Blue  Shield 
Bristol-Myers  Squibb  Company 
Cardinal  Health,  Inc. 

Merck,  Sharp  & Dohme 
MetraHealth 

Schein  Pharmaceuticals,  Inc. 

Upjohn  Company 

Transportation 

Burlington  Northern  Railroad 
Consolidated  Freightways,  Inc. 
Consolidated  Rail  Corporation 
Federal  Express  Corporation 
Freightliner  Corp. 

LogiCorp  Inc. 

Roadway  Services,  Inc. 

Ryder  Dedicated  Logistics 
Skyway  Freight  Systems,  Inc. 

Yellow  Freight  Systems,  Inc. 
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Marketing  and  Sales 

Each  of  Sterling  Commerce’s  Network 
Services,  Communications  Software, 
Interchange  Software  and  Banking  Systems 
Groups  has  its  own  sales  and  marketing 
organizations. 

• These  organizations  license  and  market  the 
company’s  products  and  services  in  the  U.S. 
and  Canada  through  a combination  of  direct 
sales,  telesales,  and  telemarketing. 

• Each  group’s  sales  and  marketing 
organization  may  also  market  the  products 
and  services  of  the  company’s  other  groups 
when  opportunities  arise. 

The  International  Group  markets  network 
services  and  related  products  outside  the  U.S. 
and  Canada,  primarily  in  Europe. 
Communications  and  interchange  software 
are  marketed  by  Sterling  Software’s 
International  Group. 

The  Banking  Systems  Group  markets  its 
software  products  and  product  support 
services  in  the  U.S.  and  internationally. 

Sterling  Commerce’s  marketing  strategy 
focuses  on  promoting  the  advantages  of 
electronic  commerce  and  expanding  the 
number  of  businesses  and  industries  using 
Sterling’s  products  and  services. 

• Marketing  efforts  are  focused  on  trading 
communities  composed  of  trading  partners 
in  common  industries  conducting  recurring 
business  transactions. 

• Sterling  emphasizes  sales  to  hub  companies 
and  their  trading  partners  in  a range  of 
trading  communities. 

Alliances 

In  the  past  several  years,  Sterling  has  entered 
into  formal  and  informal  strategic  alliances 


with  other  companies  and  trade  associations, 
including  SAP,  Microsoft,  Novell,  VISA,  the 
National  Wholesale  Druggists’  Association, 
and  the  National  Hardware  Manufacturers’ 
Association. 

Competition 

Network  Services  Group  competitors  include 
GE  Information  Services,  Advantis,  the 
BT/MCI  joint  venture,  Harbinger  Corporation, 
and  Quick  Response  Services. 

Interchange  Software  Group  competitors 
include  Premenos  Technology  Corp.,  Supply 
Tech,  and  TSI  International. 

Communications  Software  Group  competitors 
include  Computer  Associates,  IBM  and  the 
internal  programming  staffs  of  various 
businesses  engaged  in  electronic  commerce. 

Banking  Systems  Group  competitors  include 
Computer  Associates,  as  well  as  a number  of 
smaller  competitors  that  offer  products  in 
specific  market  niches. 

Assessment 

Sterling  Commerce’s  strengths  include: 

• Its  position  as  a market  leader 

• Its  position  as  the  only  EC  provider  with  a 
comprehensive  range  of  products 

• Its  Blue  Chip  customer  base 

• Its  industry  focus  and  expertise 

• Offering  products  that  run  on  all  major 
platforms 

• Financial  stability 

• A proven  and  experienced  management 
team 
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• Twenty  years  of  experience 

Challenges  include: 

• Expanding  use  of  electronic  commerce 
through  the  Internet 

• Expanding  the  network  services  business 
globally 

• Preparing  for  the  expected  future 
deployment  of  services  provided  by 
telecommunications  companies 
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COMPANY  HIGHLIGHT 


STERLING  SYSTEMS,  INC 

1749  Old  Meadow  Road 
McLean,  VA  22102 
(703)  827-9000 


Robert  L.  Quinichett,  President 
Private  Company 
Total  Employees:  410 
Total  Revenue,  Fiscal  Year  End 
3/31/81:  $12,200,000 


PRINCIPAL  BUSINESS 

• Sterling  Systems,  Inc.,  founded  in  January  1977,  provides  management 
analysis,  systems  design  and  development,  systems  analysis  and  problem 
formulation,  engineering  support,  and  technical  services  to  federal  agencies, 
state  and  local  governments,  and  commercial  clients. 

FINANCIALS  ($  thousands) 


3/81 

3/80 

3/79 

3/78 

Revenue 

Percent  increase 

$12,200 

$ 7,000 

$ 1,900 

$ 400 

from  previous 
year 

74% 

268% 

375% 

N/A 

• Sterling  reports  being  profitable  since  fiscal  1979. 

SOURCES  OF  REVENUE 

Custom  turnkey  systems  40% 

Professional  services  60 

100% 

ORGANIZATION 

• Sterling  Systems,  Inc. 

Energy  Division. 

. Data  Management  Center. 

. Program  Management  Center. 

Civil  Systems  Division. 

. Litigation  Support  Center. 

. Financial  Systems  Center. 
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. Computer-Based  Systems  Center. 

Defense  Systems  Division. 

. Denver  Operations. 

. Systems  Engineering  Center. 

. Advanced  Systems  Center. 

. Site  Services. 

Advanced  Programs  Division. 

Special  Programs  Division. 

EMPLOYEES 

Marketing  and  sales 
Operations,  systems  design, 
programming,  technical 
General  and  administrative 


5 

380 

25 

410 


PRODUCTS  AND  SERVICES 

• Sterling  provides  services  in  the  areas  of  system  design,  documentation, 
management  systems,  program  and  system  analysis,  project  management,  and 
systems  conversion. 

• Sterling  designs  and  implements  software,  hardware,  and  turnkey  batch,  on- 
line, and  real-time  systems.  In  addition  to  site  evaluations  and  preparation,  it 
performs  data  base  administration,  system  reviews,  benchmark,  conversion, 
implementation,  and  software  validation/verification.  Contracts  include: 

Department  of  Defense.  Sterling  defined  alternatives  to  a timesharing- 
based  teleprocessing  service  ranging  from  limited  redesign  and 
enhancement  to  total  conversion  to  a dedicated  minicomputer.  Sterling 
implemented  the  latter  on  a fixed-price  turnkey  basis. 

Department  of  Energy.  Sterling  provides  systems  design,  programming, 
data  verification,  configuration  management,  data  base  administration, 
and  coordination  support  for  the  Business  Management  Information 
System. 

Federal  Aviation  Administration.  Sterling  implemented  a software 
validation  model  of  the  Flight  Service  Automation  System  (FSAS) 
Benchmark  Program  which  models  the  FSAS  Data  Processing  System. 

• Using  structural  techniques,  Sterling  designs  business  application  processing 
systems  in  the  fields  of  budget,  finance,  acquisitions,  procurement,  personnel, 
payroll,  and  related  areas.  Contracts  include: 
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Department  of  Defense.  Sterling  used  machine  readable  data  bases, 
data  and  image  storage  and  retrieval  in  digital  form,  holography,  and 
advanced  data  transmission  techniques  in  the  development  of  an 
automated  printing  system  for  the  U.S.  Navy. 

Department  of  Energy.  Sterling  provides  data  base  management  for  the 
Department  of  Energy's  three  major  procurement  systems:  the  Inte- 

grated Procurement  Management  Information  System,  the  System  to 
Provide  an  Information  Network  for  Unsolicited  Proposals,  and  the 
Directory  of  Potential  Sources. 

Department  of  Health  and  Human  Services.  Sterling  is  designing, 
developing,  and  implementing  a management  information  system  for 
the  Office  of  Child  Support  Enforcement.  The  MIS  will  have  at  least 
six  modules:  common,  budget,  personnel/training,  travel,  cost  account- 
ing, and  OCSE  program. 

• Sterling  provides  systems  level  front-end  modeling  and  problem  formulation 
including  cost-benefit  analysis,  feasibility  studies,  requirements  analysis, 
simulation,  statistical  model  validation,  econometric  modeling,  and  program 
impact  validation.  Contracts  include: 

Department  of  Defense.  Sterling  developed  for  the  U.S.  Army  a new 
systems  design  conceptual  framework  and  identified  potential  costs  and 
benefits  to  assist  the  client  in  choosing  among  hardware/software 
alternatives. 

Rome  Air  Development  Center.  Sterling  is  using  a representation- 
independent  language  to  describe  and  model  existing  data  bases,  to 
analyze  and  determine  future  requirements,  and  to  access  data  bases  in 
a distributed  manner  for  the  U.S.  Air  Force. 

Federal  Aviation  Administration.  Sterling  performed  requirements 
analysis  for  various  management  and  information  systems  at  the 
Washington  National  Airport. 

• Sterling  designs  and  implements  systems  and  system  interfaces  for  controlling 
costs,  schedules,  and  technical  responsiveness.  This  includes  defining  work 
breakdown  structures  and  structured  dependency  networks,  analyzing  network 
confidence  intervals,  and  developing  integrated  project  management  reporting 
structures.  Contracts  include: 

Department  of  Energy.  Sterling  is  automating  the  management  infor- 
mation notebook  for  the  Undersecretary  of  Energy.  The  system  will 
include  a summary  of  project  managers'  monthly  status  reports  for  each 
major  system  acquisition  project,  project  information,  status  of  audits/ 
inspections  underway,  and  budget  status. 

Federal  Aviation  Administration.  Sterling  assessed  a control  program's 
relationship  to  a major  government  agency's  overall  system  develop- 
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merit  effort  and  developed  an  engineering  and  development  plan  to 
upgrade  a third-generation  air  traffic  control  system. 

Federal  Railroad  Administration.  Sterling  is  designing  a configuration 
and  data  management  system  for  Bechtel  Corporation  to  facilitate 
upgrading  of  passenger  railroad  service  along  the  Northeast  Corridor. 
A data  base  for  management  status  reporting  and  automated  control  of 
technical  and  administrative  documents  generated  by  the  project 
developed. 

• Using  SYSCON  I,  Sterling  conducts  systems  conversions  in  hardware,  software, 
or  both.  This  contributes  to  the  feasibility  of  conversions  from  obsolete 
configurations  to  more  advanced  ones. 

• Sterling  provides  a broad  range  of  documentation  and  graphic  support  capabili- 
ties through  a staff  of  writers,  editors,  graphic  artists,  illustrators,  and  layout 
designers.  Sterling's  facilities  are  equipped  to  provide  mechanical,  graphic, 
and  word  processing  support.  Sterling  is  also  an  OEM  representative  for  a 
variety  of  minicomputers. 

INDUSTRY  MARKETS 

Federal  Government 
. Departments  of  Defense, 

Transportation,  and 
Energy 

. Social  Security  and  Health 
and  Human  Services 
Engineering  Firms 


65% 

30 

5 

100% 


GEOGRAPHIC  MARKETS 

• All  Sterling  revenue  is  derived  from  the  United  States. 

• Offices  are  located  in  Denver  (CO),  Monterey  (CA),  Rockville  (MD),  Rome 
(NY),  and  Washington  (DC). 

COMPUTER  HARDWARE 

• Sterling  operates  Nixdorf,  IBM,  Data  General,  and  NCSS  hardware  at  various 
contract  locations. 
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COMPANY  PROFILE 


STM  SYSTEMS  CORP.  Dr.  Frank  E.  Holmes,  President  and  CEO 

393  University  Avenue  Wholly  Owned  Subsidiary  of  International 

Toronto,  Ontario  M5G  2H9  Semi-Tech  Microelectronics  Inc. 


(416)  979-3900 

Total  Employees:  1,500 
Total  Revenue,  Fiscal  Year  End 
1/31/89:  $200,000,000  (Canadian)* 

The  Company 

STM  Systems  Corp.  is  a Canadian  company  that  provides  a range 
of  information  services  worldwide  to  both  private  and  public 
sector  clients.  The  company  is  dedicated  to  providing  clients  with 
total  solutions  for  better  management  of  their  information  needs. 
These  solutions  include  systems  integration;  consulting,  systems 
development,  education  and  training,  and  facilities  management 
professional  services;  data  capture,  computer  output  imaging, 
facilities  management,  remote  computing,  and  network  processing 
services;  and  application  software  products. 

STM  Systems  Corp.  is  a wholly  owned  subsidiary  of  International 
Semi-Tech  Microelectronics  Inc.  (Semi-Tech),  headquartered  in 
Markham,  Ontario.  Semi-Tech  is  a diversified  multinational 
conglomerate  with  projected  fiscal  1990  worldwide  revenue  of  $1.4 
billion. 

STM  Systems  Corp.  was  formed  by  Semi-Tech  in  late  1988  with 
the  consolidation  of  the  employees  and  resources  of  Canada's  two 
largest  information  services  organizations-Canada  Systems  Group 
Limited  (CSG)  and  Datacrown  (formerly  the  Information 
Network  Services  division  of  Crowntek  Inc.)~which  were  both 
acquired  by  Semi-Tech  during  1988. 

• In  September  1988,  Semi-Tech  acquired  Toronto-based  CSG 
from  Stelco  Inc.,  Royal  Trustco  Ltd.,  and  T.  Eaton  Co.  for 
approximately  $37.4  million. 

- CSG,  with  1987  revenue  of  approximately  $140  million  and 
1,400  employees,  provided  a range  of  processing/network 
services,  professional  services,  and  application  software 
products  to  about  400  clients  in  various  industries,  including 
financial  services  and  government. 

• In  May  1988,  Semi-Tech  completed  the  acquisition  of 
Crowntek's  Information  Network  Services  division.  Subsequent 

August  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  11 


STM  SYSTEMS  CORP. 

to  the  acquisition,  the  division  was  renamed  Datacrown  and 
operated  as  a wholly  owned  subsidiary  of  Semi-Tech  until  its 
merger  with  CSG. 

- Datacrown  provided  various  processing/network  services 
and  facilities  management  services  to  approximately  300 
customers. 

- Datacrown,  with  1987  revenue  of  $50  million  and  pretax 
profit  of  $5.3  million,  had  approximately  280  employees  at 
the  time  of  the  acquisition. 

STM  Systems  Corp.'s  pro  forma  fiscal  1989  revenue  is  estimated  at 
$200  million.  For  fiscal  1990,  the  company's  revenue  will  reach  an 
estimated  $225  million. 

Recent  acquisitions/divestitures  made  by  STM  Systems  Corp. 
include  the  following: 

• In  June  1989,  STM  Systems  Corp.  reached  an  agreement  to 
purchase  the  operations  of  the  Professional  Services  and  Data 
Entry  divisions  of  NewVen  Consulting  Group  Inc.,  effective 
June  30,  1989. 

- Established  in  1984,  NewVen  offers  consulting  and  data 
entry  services  to  public  and  private  sector  clients  in  the 
National  Capital  Region.  NewVen  has  grown  to  more  than 
100  full-  and  part-time  staff  with  annual  revenue  exceeding 
$3.5  million. 

- NewVen's  operations  will  be  consolidated  with  the  Federal 
Services  Division  of  STM  Systems  Corp.  in  Ottawa. 

• In  May  1989,  STM  Systems  Corp.  acquired  Armadale  Systems 
Inc.  (ASI)  from  Armadale  Enterprises  Ltd.  The  acquisition  is 
valued  at  more  than  $1  million. 

i 

- ASI,  with  approximately  30  employees,  provides  consulting 
and  commercial  application  development  services  primarily 
to  the  health  care  industry.  ASI  has  expertise  in  relational 
data  base  design  and  systems  integration  on  multiple 
hardware  platforms  in  the  areas  of  patient  care,  emergency 
patient  care,  and  hospital  financial  administration. 

- The  operations  of  ASI  have  been  merged  into  STM  System 
Corp.'s  Systems  Integration  And  Financial  Services  business 
units. 
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• In  March  1989,  STM  Systems  Corp.  acquired  exclusive 
Canadian  marketing  rights  and  non-exclusive  rights  beyond 
Canada  to  STS  Corporation's  STS  Professional  Trading  System 
for  the  securities  industry. 

• In  March  1989,  STM  Systems  Corp.  sold  its  Investment  Funds 
Services  (IFS)  Division  to  Toronto-based  Baycom,  Inc.  Terms 
of  the  sale  were  not  disclosed. 

- The  IFS  shareholder  processing  and  administration  business 
and  approximately  50  STM  Systems  Corp.  employees 
involved  in  mutual  fund  processing  have  been  transferred  to 
Baycom. 

STM  Systems  Corp.  currently  has  more  than  1,500  employees 

serving  approximately  700  corporate  and  government  clients 

through  the  following  business  units: 

• The  Systems  Integration  Division,  with  approximately  100 
employees,  designs,  develops,  implements,  and  maintains  total 
system  solutions  for  commercial  clients. 

• The  Processing  and  Network  Services  Division,  with 
approximately  600  employees,  is  responsible  for  the  company's 
three  Client  Computing  Centres,  the  Equity  Computing  Centre, 
and  the  Crown  Life  Centre,  facilities  management,  transaction 
processing  (Tandem-based  operations),  network  services,  and 
STM-SunGard  disaster  recovery  services. 

• The  Federal  Services  Division,  with  more  than  400  employees, 
provides  processing  services,  facilities  management, 
professional  services,  data  entry,  and  systems  integration 
services  to  the  Canadian  federal  government  and  private  sector 
clients. 

• The  Financial  Services  Division,  with  approximately  100 
employees,  provides  processing/network  services  and 
application  software  products  to  the  financial  services  industry 
in  Canada,  Europe,  and  the  Pacific  Rim. 

• Triquetra  Services,  with  approximately  175  employees,  provides 
computer  output  imaging  services,  taxation  software  products, 
data  capture,  and  electronic  publishing  services  to  Canadian 
clients. 

STM  Systems  Corp.  competitors,  by  product/service,  include  the 

following: 
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Key  Products  and 
Services 


• Systems  integration:  SHL  Systemhouse 

• Processing/network  services:  Industrial  Life  Technical  Services 
(1ST),  LGS,  Le  Group  CGI,  and  SHL  Systemhouse 


STM  Systems  Corp.'s  current  business  mix  is  estimated  as  follows: 


Processing/network  services 
Remote  computing  (56%) 
Network/databases  (3%) 
Facilities  management  (30%) 
Disaster  recovery  (1%) 
Computer  output  imaging  (10%) 

80% 

Professional  services 
Systems  development  (80%) 
Education  (10%) 

Facilities  management  (10%) 

10% 

Systems  integration 

5% 

Application  software 

5% 

100% 

STM  Systems  Corp.'s  products  and  services  include  the  following: 
Processing  Services: 

STM  Systems  Corp.  is  Canada's  largest  supplier  of  IBM-based 
processing  services.  The  company  manages  data  centers  in 
Ottawa,  Calgary,  Toronto,  and  Mississauga. 

• Each  center  offers  shared,  dedicated,  or  cooperative  processing 
24  hours  a day,  seven  days  a week. 

! 

• STM  Systems  Corp.  provides  processing  services  for  payroll, 
general  ledger,  accounts  payable,  and  material  management 
applications  for  Sunnybrook  Medical  Centre  (Toronto).  Other 
hospital  processing  clients  include  Mount  Sinai  Hospital 
(Toronto),  York  Central  Hospital  (near  Toronto),  and  Ottawa 
General  Hospital. 

• STM  Systems  Corp.  processes  approximately  30%  of  all  Canada 
Savings  Bonds  purchases. 
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• In  November  1988,  STM  Systems  Corp.  was  awarded  a $2 
million  contract  renewal  with  CAMCO  Inc.  to  provide 
processing  support  for  several  CAMCO  systems,  including 
payroll,  accounts  receivable,  accounts  payable  and  purchasing, 
manufacturing,  inventory  control,  and  point-of-sale 
applications. 

• In  January  1987,  the  company  was  awarded  a $3  million,  five- 
year  contract  to  implement  and  provide  processing  for 
Wardair's  new  passenger  revenue  accounting  system. 

Network  Services: 

STM  Systems  Corp.  provides  communications  services  under  the 

name  ValuNet  to  approximately  50  clients  located  in  Canada. 

• In  January  1987,  the  company  announced  it  would  lease  a T1 
high-speed  telecommunication  line  from  CNCP 
Telecommunications  for  resale  to  its  clients.  The  T.  Eaton 
Company  (a  former  part-owner  of  Canada  Systems  Group)  was 
the  first  client  to  buy  time  on  the  T1  line. 

STM  Systems  Corp.  offers  INSIGHT  on-line  corporate 

information  data  bases  and  several  other  associated  on-line 

services  via  the  company's  data  center  in  Ottawa. 

• Seven  INSIGHT  data  bases  provide  sources  of  data  on 
Canadian  corporations  and  include  Dun  and  Bradstreet 
Dunserve  II,  Inter-corporate  Ownership,  Canadian  Corporate 
Names,  Canadian  Federal  Corporations  and  Directors, 
Canadian  Trade  Index,  Canadian  Trade  Marks,  and  the 
Canadian  Bankruptcy  File.  The  eighth  data  base,  Dun  and 
Bradstreet-U.S.,  concentrates  on  American  companies. 

• Associated  on-line  services  include  FP  Online,  providing  full- 
text  access  to  Financial  Post  publications;  CAN/LAW, 
providing  on-line  access  to  legal  data  bases  and  bulletin  boards, 
and  Canadian  Tax  Online,  which  provides  income  and 
commodity  tax  information. 

• The  WISDOM  Network,  announced  in  early  1989,  allows 
subscribers  of  INSIGHT,  CAN/LAW,  FP  Online,  and 
Canadian  Tax  Online  to  gain  access  to  each  data  base  vendor 
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without  subscribing  to  all  participating  services.  Subscribers  use 
one  common  search  language  based  on  STM  Systems  Corp.'s 
WISDOM  retrieval  software. 

Facilities  Management: 

STM  Systems  Corp.  currently  manages  the  mainframe  and 
minicomputer  facilities,  both  on  and  off-site,  of  more  than  20 
major  federal  (Canadian)  government  installations,  a steel 
company,  a large  retail  chain,  and  a leading  financial  institution, 
using  a variety  of  hardware/software  environments. 

• STM  Systems  Corp.  recently  won  a recompense  contract  to 
provide  facilities  management  services  to  Canada's  Department 
of  Communications,  Spectrum  Management  Sector.  The  new 
contract  is  worth  $7.2  million  over  a five-year  term. 

• In  February  1989,  STM  Systems  Corp.  was  awarded  a two-year 
$300,000  contract  from  Supply  and  Services  Canada  to  operate 
and  provide  technical  support  for  a new  Integrated  Office 
System  supplied  by  DEC. 

• In  February  1989,  STM  Systems  Corp.  signed  a two-year  $1.2 
million  contract  renewal  with  Somerville  Packaging  of  Toronto 
to  provide  network  management  and  systems  operation, 
support,  and  maintenance. 

• In  late  1988,  the  office  of  Director-General,  Aerospace 
Engineering  and  Maintenance,  Department  of  National 
Defence  signed  a three-year  contract  with  $900,000  for  facilities 
management  services. 

Data  Capture  Services: 

Data  capture  services  provided  by  STM  Systems  Corp.  include 
data  entry,  document  scanning,  and  digitizing.  These  services  are 
currently  provided  in  Canada  to  approximately  100  clients  in 
various  industries. 

Computer-Output  Imaging  Services: 

Computer-output  imaging  services  provided  by  STM  Systems 
Corp.  include  electronic  printing,  mailing  distribution,  and 
computer  output  microfilm  (COM)  services.  STM  Systems  Corp. 
is  the  largest  supplier  of  these  services  in  Canada,  with  over  150 
clients  in  the  financial,  manufacturing,  distribution,  and  retail 
industries,  as  well  as  service  organizations  and  government. 


Page  6 of  11 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


August  1989 


STM  SYSTEMS  CORP. 


INPUT 


Disaster  Recovery  Services: 

STM-SunGard  Recovery  Services  was  formed  in  early  1989 
following  an  agreement  with  SunGard  Recovery  Services  of 
Wayne  (PA)  for  the  use  of  the  SunGard  name  and  trademark  in 
Canada.  Disaster  recovery  services  are  scheduled  for  availability 
in  Canada  in  July  1989. 

• A designated  hot  site  will  be  set  up  in  the  Toronto  area  with  an 
IBM  mainframe  and  related  equipment.  "Ready-conditioned" 
space  will  be  available  where  additional  or  replacement  systems 
can  be  installed  for  an  interruption  lasting  more  than  six  weeks. 

• High-speed  communications  lines  to  the  SunGard  network  of 
disaster  centers  will  be  available  (in  the  event  of  multiple 
disasters). 

• STM  Systems  Corp.  will  also  act  as  a licensee  for  SunGard 
disaster  recovery  services  for  DEC,  Tandem,  and  Stratus 
installations,  PC-based  disaster  recovery  software,  and 
electronic  vaulting. 

Systems  Integration: 

Over  the  past  five  years,  STM  Systems  Corp.  has  implemented 
more  than  half  a dozen  major  systems  integration  projects  for 
various  Canadian  federal  government  departments.  The  company 
has  also  initiated  major  systems  development  projects  for  four 
large  financial  institutions  in  Europe,  and  is  designing  and  building 
a new  reservation  and  ticketing  system  for  a major  Hong  Kong 
ferry  service. 

• In  February  1989,  STM  Systems  Corp.  completed  a contract 
with  the  Department  of  National  Defense  for  systems 
integration  of  the  Canadian  Forces  Career  Information  System. 
STM  Systems  Corp.  was  responsible  for  selecting  the  hardware 
and  software,  developing  the  career  information  application 
software,  integrating  the  components,  training  Canadian  Forces 
personnel,  and  full  implementation  and  documentation. 

• In  May  1989,  the  Federal  Services  unit  of  STM  Systems  Corp. 
announced  the  development  of  a $12  million,  80,000  square 
foot  Systems  Integration  Centre  in  Ottawa.  The  center  will 
encompass  an  office  complex,  application  software 
development  center,  and  will  eventually  house  most  of  the  more 
than  400  Ottawa-based  employees  of  the  company. 
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Consulting  and  Professional  Services: 

STM  Systems  Corp.  provides  a range  of  consulting  services  to  both 
the  Canadian  federal  government  and  private  sector  clients. 

Other  professional  services  provided  include  project  management, 
applications  system  design  and  development,  system 
implementation  and  maintenance,  and  ongoing  technical  support, 
as  well  as  a technology  consulting  group. 

Contract  examples  include  the  following: 

• In  May  1989,  STM  Systems  Corp.  was  awarded  a three-year 
contract  (with  a one-year  option)  valued  at  $1.8  million  for 
systems  consulting  services  to  Fisheries  and  Oceans  Canada. 

- STM  Systems  Corp.  will  provide  production  control  and 
application  support  to  manage  and  operate  the  Fisheries  and 
Oceans  Canada  financial  management  system. 

- This  is  in  addition  to  a current  four-year  contract  (with  a 
one-year  option)  worth  $2  million  with  the  department  for 
data  processing  services. 

• In  July  1988,  STM  Systems  Corp.  was  awarded  a three-year 
contract  to  provide  software  and  engineering  support  for  the 
Department  of  National  Defence's  Aircraft  Maintenance 
Management  Information  System  (AMMIS). 

• In  late  1988,  STM  Systems  Corp.  entered  into  an  agreement 
with  PanCanadian  Petroleum  Ltd.  of  Calgary  to  assist  with  the 
conversion  of  PanCanadian's  internal  data  processing  systems 
from  Honeywell  to  IBM  systems. 

Technology  Consulting  Services,  formed  in  March  1989,  offers  a 
range  of  consulting  services,  including  software  environment 
upgrades  and  conversions,  systems  programming,  operations,  and 
project-oriented  support  of  complex  technical  environments. 

Education  and  Training: 

STM  Systems  Corp.  offers  a number  of  education  courses  in  the 
areas  of  microcomputer  training  and  mainframe  computing.  The 
courses  are  available  through  STM  Systems  Corp.  offices  in 
Toronto,  Mississauga,  Ottawa,  Calgary,  and  Vancouver. 
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Application  Software  Products: 

Careerware  is  a family  of  computer-based  counselling  systems  for 

making  vocational,  educational,  and  training  decisions. 

• The  products  are  available  for  IBM  and  compatible 
microcomputers  and  include  CHOICES,  CHOICES  Jr.  (for 
junior  high),  CHOICES  HS  (for  high  school),  and  CHOICES 
CT  (for  career  transition). 

• Careerware  products  are  used  by  thousands  of  schools  in 
Canada  in  more  than  30  U.S.  states,  and  in  Europe.  The 
products  are  also  being  used  for  career  guidance  by  major 
corporations,  including  the  Ford  Motor  Company,  and  the 
government. 

STM  Systems  Corp.  also  provides  taxation  software  to  the 

accounting  community. 

• The  products,  which  are  available  for  IBM  and  compatible 
microcomputers,  include  Tl,  for  personal  income  tax,  and  T2, 
for  corporate  income  tax. 

• More  than  3,000  copies  of  the  software  are  used  by  customers 
ranging  from  large  national  accounting  corporations  to  small 
local  firms. 

Financial  Applications: 

STM  Systems  Corp.  offers  the  following  applications  as  software 

products  and/or  processing  services  to  the  securities  industry: 

• The  Order  Management  System  (OMS)  processes  securities 
orders  and  is  available  as  a software  product  for  Tandem 
computers  or  as  a processing  service. 

• The  Message  Switch  Service  (MSS)  supports  administrative 
traffic  between  branch  offices.  MSS  is  available  as  a software 
product  for  Tandem  computers  or  as  a network  service. 

• STM  Systems  Corp.  currently  processes  25%  of  all  trades  of 
listed  securities  in  Canada  on  behalf  of  brokers  using  OMS,  and 
handles  a similar  amount  of  administrative  message  traffic  with 
its  Message  Switch  Service. 

• The  Securities  Processing  System,  provides  back-office  client 
accounting  for  brokers.  The  system  also  supports  specialized 
services  such  as  tax  shelter  planning  and  safekeeping  accounting 
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also  provided  by  banks  and  trust  companies.  The  system  is 
currently  available  as  a processing  service. 

• The  Professional  Trading  System  processes  transactions  in  the 
money  market,  options,  fixed  income,  equity  trading,  and 
securities  lending  areas.  The  system  is  available  as  a processing 
service  or  as  a software  product  for  IBM  AS/400  computers. 

• The  Client  Management  System,  for  Tandem  computers,  allows 
brokers  to  inquire  on-line  into  client  accounts  to  check  credit 
for  margining. 

• In  March  1989,  STM  Systems  Corp.  and  IBM  Canada  Ltd. 
signed  a marketing  alliance  for  products  and  services  for  the 
securities  industry.  The  companies  intend  to  develop  interfaces 
to  their  respective  offerings  and  to  jointly  develop  selected  new 
products. 

- IBM  Canada's  Securities  Industry  Service  is  a service  bureau 
offering  for  back-office  accounting  and  administration. 

• In  May  1989,  STM  Systems  Corp.  announced  it  had  won  two 
contracts  with  European  financial  services  organizations  worth 
more  than  $2.5  million. 

- For  the  Madrid  Stock  Exchange  (Bolsa  de  Madrid),  STM 
Systems  Corp.  is  assisting  in  the  automation  of  the  flow  of 
orders  between  member  brokers.  STM  Systems  Corp.  is 
providing  a Spanish  version  of  its  OMS  and  MSS  software, 
customizing  computer  screens,  and  designing  the  interface 
between  OMS,  MSS,  and  CATS  (Computerized  Automated 
Trading  System),  which  the  Madrid  exchange  recently 
purchased  from  the  Toronto  Stock  Exchange. 

- For  the  Societa  Interbancaria  per  l'Automazione  (SIA),  a 
corporation  owned  by  the  Central  Bank  of  Italy  and  the 
Italian  Bankers  Association  to  automate  the  trading  of 
secondary  reserves,  STM  Systems  Corp.  is  providing  its  OMS 
and  MSS  software. 

Other  software  products  and  services  marketed  by  STM  Systems 

Corp.  to  the  financial  services  industry  includes  the  following: 

• The  Mutual  Fund  Order  Network  is  a networked  system  that 
allows  mutual  fund  trading,  account  inquiry,  and  electronic 
contracting.  The  software  is  available  for  IBM  computers. 
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• The  Mortgage  System  is  an  on-line,  real-time,  IBM  mainframe 
system  for  processing  and  record-keeping  of  mortgages. 

• Tax  Shelter  software  products  handle  the  processing  and 
record-keeping  of  RRSP,  RRIFs,  group  plans,  educational 
savings  plans,  and  deferred-profit  sharing  plans.  The  software 
is  available  for  IBM  computers  or  as  a processing  service. 

• STM  Systems  Corp.  also  provides  bond  processing  services  for 
Canada  Savings  Bonds  to  financial  services  institutions  in 
Canada. 


Approximately  25%  of  STM  System  Corp.'s  revenue  is  derived 
from  various  departments  of  the  Canadian  federal  government 
and  10%  from  the  financial  services  industry.  The  remaining  65% 
is  derived  from  clients  in  various  industries,  including 
manufacturing,  retail,  oil  and  gas,  wholesale,  and  services. 


Approximately  99%  of  STM  Systems  Corp.'s  revenue  is  derived 
from  Canada  and  1%  from  the  U.S.  and  Europe. 

STM  Systems  Corp.  is  headquartered  in  Toronto.  Other  offices 
are  located  in  Toronto  (2),  Mississauga,  Willowdale,  Ottawa  (3), 
Montreal,  Calgary,  and  Vancouver. 


STM  Systems  Corp.'s  processing  centers  have  more  than  500  MIPS 
of  processing  power.  Data  centers  in  Ottawa,  Mississauga, 

Calgary,  and  Toronto  have  various  IBM,  Amdahl,  and  Tandem 
systems  installed  in  support  of  the  company's  various 
processing/network  and  facilities  management  services. 
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STOCKHOLDER  SYSTEMS,  INC. 

4411  East  Jones  Bridge  Road 
Norcross,  GA  30092 
Phone:  (404)441-3387 
Fax:  (404)840-1364 


CEO:  Robert  L.  Campbell 

Status:  Subsidiary 

Parent:  NYNEX  Information  Solutions 

Group 

Total  Employees:  370  (8/93) 

Total  Revenue:  $42,000,000* 

Fiscal  Year  End:  12/31  /92 

* INPUT  estimate 


Key  Points 

• SSI  has  seen  tremendous  growth  in  consumer  loan  recovery 
software,  reflecting  the  increase  in  charged-off  loans  and  credit 
accounts  occurring  in  the  U.S.,  as  well  as  in  other  countries  like 
England  and  Australia. 

• SSI’s  Recovery  Management  System  (RMS)  for  tracking  bad  loan 
recovery,  originally  developed  for  the  banking  industry,  is  now  also 
used  by  other  industries  with  a need  to  automate  the  debt  recovery 
process-retail  corporations,  law  firms,  collection  agencies,  and 
telecommunications  firms. 

• During  1993,  SSI  released  LeasTrac  2000,  the  first  leasing  software 
package  for  client/server  environments. 

• The  acquisition  of  Traeger  & Associates  during  1992  expanded  SSI's 
software  product  line  beyond  its  established  financial  industry  niches 
with  software  packages  for  construction  loan  management  and  a 
cross-industry  incoming  phone  call-tracking  system  for  any  type  of 
customer  service. 

• The  acquisition  of  DYATRON’s  Mortgage  Systems  Division  in  1991 
has  made  SSI  one  of  the  largest  providers  of  mortgage  processing 
software  with  over  575  customers. 

• In  August  1993,  SSI  announced  that  Larry  A.  Dean,  President,  CEO, 
and  founder  of  SSI  will  retire  effective  March  1,  1994.  Robert  L. 
Campbell,  SSI's  EVP,  Marketing  and  Acquisitions,  was  elected  to 
replace  Mr.  Dean  effective  September  1,  1993. 
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Company 

Description 


Financials 


Market  Financials 


Stockholder  Systems,  Inc.  (SSI),  founded  in  1971,  develops,  markets, 
and  supports  a full  line  of  financial  applications  software  products  for 
IBM  and  compatible  mainframes,  midrange,  and  PC  systems.  SSI  also 
provides  limited  processing  services  to  some  of  its  software  customers 
and  consulting  and  training  professional  services. 

SSI  products  are  used  for  securities  processing,  bond  processing,  and 
tax  reporting;  electronic  funds  transfer,  ACH  processing,  cash 
management,  wire  transfer,  and  telebanking;  mortgage  loan  processing 
and  secondary  marketing  and  servicing,  check  processing,  account 
reconcilement,  and  analysis;  consumer  loan  recovery  management, 
control,  and  monitoring  and  behavior,  credit,  and  recovery  scoring; 
imaging-report  distribution  and  optical  disk  storage;  safe  box 
accounting  and  billing;  and  automated  lease  accounting. 

Through  September  1990,  SSI  operated  as  a public  company  on  the 
over-the-counter  market.  In  September  1990,  SSI  was  acquired  by 
NYNEX  Information  Solutions  Group  in  a transaction  valued  at 
approximately  $70  million. 

• NYNEX  Information  Solutions  Group,  a subsidiary  of  NYNEX 
Corporation,  is  a worldwide  supplier  of  software,  consulting,  and 
operations  support  services. 

• NYNEX  Corporation,  based  in  New  York  (NY)  with  81,000 
employees  and  1992  revenue  of  nearly  $13.2  billion,  provides 
wireline  and  wireless  telecommunications  services  to  approximately 
12  million  customers  in  the  northeastern  U.S. 


INPUT  estimates  SSI's  1992  revenue  reached  $42  million,  a 14% 
increase  over  estimated  1991  revenue  of  $37  million. 


INPUT  estimates  approximately  80%  of  SSI's  1992  revenue  was  derived 
from  the  banking  and  finance  industry,  8%  from  utilities,  5%  from 
major  corporations,  5%  from  federal/state  government  agencies,  and 
the  remainder  from  other. 

Approximately  90%  of  SSI's  1992  revenue  was  derived  from 
applications  software  products  and  associated  maintenance  services, 

5%  from  processing  services,  and  5%  from  consulting  and  training 
professional  services. 
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Geographic 

Markets 


Operations/ 

Structure 


Employees 


Approximately  95%  of  SSI's  revenue  is  derived  from  the  U.S.  and  5% 
from  international  sources. 

SSI  has  clients  in  50  states  and  in  Australia,  Canada,  Mexico,  Central 
and  South  America,  the  Pacific  Rim,  the  Caribbean,  and  the  U.K. 

SSI's  only  office  is  in  Norcross  (GA). 


SSI  is  divided  into  four  divisions,  each  of  which  is  responsible  for 

distinct  products,  as  follows: 

• The  Financial  Products  Division,  with  97  employees  and  over  575 
clients,  develops,  markets,  and  supports  mortgage  banking 
applications  software  for  mainframe,  midrange,  and  PC  platforms. 
The  division  also  supports  two  automated  leasing  products,  an 
accounting  services,  a help  desk  product,  and  a safe  box  accounting 
product. 

• The  Payment  Products  Division,  with  95  employees,  currently 
services  over  665  financial  institutions,  government  agencies,  and 
corporations  with  a range  of  ACH  management,  electronic  funds 
transfer,  cash  management,  and  check  processing  software  systems. 

• The  Integrated  Products  Division,  with  52  employees  and  over  250 
clients,  offers  mainframe  and  PC-based  securityholder 
recordkeeping  systems,  report  distribution  software,  and  imaging 
technology  through  its  Security  Products  Group  and  Imaging 
Technologies  Group. 

• The  Credit  Management  Division,  with  25  employees,  offers 
recovery  management  software  and  scoring  models. 


As  of  December  31,  1992,  SSI  had  340  employees.  The  company 
currently  has  approximately  370  employees,  segmented  as  follows: 


Marketing  50 

Software  development  and  250 

technical  support 

Accounting  and  administration  45 

Other  25 


370 
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Acquisitions 


Alliances 


Key  Products  and 
Services 


In  May  1992,  SSI  acquired  Traeger  & Associates,  Inc.  of  Sequin  (TX). 
Terms  of  the  acquisition  were  not  disclosed. 

• Traeger,  founded  in  1986,  provides  financial  software  for  IBM 
midrange  and  PC  environments.  Its  products  include  The 
Construction  Lender,  The  Service  Tracker,  and  the  EE  Bond 
Manager. 

• The  products  have  been  merged  into  SSI's  Financial  Products 
Division. 

• With  the  acquisition,  SSI  added  about  50  new  clients. 

In  October  1991,  SSI  acquired  the  DYATRON  Mortgage  Systems 
Division  (MSD)  of  SunGard  Data  Systems,  Inc. 

• DYATRON  MSD,  located  in  Jacksonville  (FL),  provided  mortgage 
loan  servicing  and  problem  loan  monitoring  software  and  turnkey 
systems  for  PCs,  mainframes,  and  UNIX-based  computers. 

• With  the  acquisition,  SII  added  a client  base  of  over  300  customers. 

• The  products  have  been  added  to  SSI's  Financial  Products  Division. 

In  December  1990,  SSI  acquired  Baseline,  Inc.  of  Atlanta  (GA), 
developer  of  software  for  report  distribution,  optical  disk  archiving,  and 
retrieval. 

In  September  1990,  SSI  acquired  five  software  products  for  wire 
transfer  and  ACH  processing  from  Applied  Communications,  Inc.  The 
products  include  WireNef™,  MoneyNet  Micro™,  TRG/TRC™,  and 
CIX-PC™,  which  are  PC-based  systems,  and  CIX™,  which  operates  on 
IBM  mainframes. 


SSI  is  an  IBM  Business  Partner  for  Finance. 


An  estimated  90%  of  SSI's  1992  revenue  was  derived  from  application 
software  products,  maintenance,  and  associated  support  services.  Of 
the  remaining  10%  of  revenue,  approximately  5%  was  derived  from 
processing  and  credit  scoring  services  and  5%  from  professional 
services  consulting. 

SSI's  current  product  offerings  are  summarized  in  the  exhibit. 
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EXHIBIT 

STOCKHOLDER  SYSTEMS,  INC.  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

PAYMENT  PRODUCTS 

EFT  Products 

- PEP  - Paperless  Entry 
Processing  System 

Batch  system  to  originate  and  receive  EFTs  via  the 
ACH  network 

74 

- PEP  + 

On-line  interface  system  for  use  in  the  ACH  network 

217 

- Micro  ACH 

PC-based  ACH  origination 

89 

- WireNet 

Funds  transfer  system 

39 

- PTT  - Personal  Transaction 
Teller  System 

Telephone-based  bill  payment  system 

26 

- Network  Banker 

PC-based  cash  management  system 

16 

- CAPS  - Corporate  Automated 
Payments  System 

Interface  between  corporate  accounting  systems  and 
financial  institutions  to  produce  ACH-formatted 
funds  transfer  entries 

27 

Check  Products 

- TCM  - The  Control  Machine 

On-line  system  for  check  proofing  and  transit  bank 
departments  to  expedite  daily  balancing 

78 

- ORBS  - Online  Reconcilement 
Banking  System 

Locates  out-of-balance  conditions 

61 

- BFCS 

Bulk-filing  control  system 

15 

- CLAS  - Cash  Letter  Administration 
System 

Manages  creation,  reconciliation,  and  reports  of  all  cash  letters 

22 

- ORIES 

Outgoing  return  item  encoding  system 

2 

- R/S  REACT  - Reader/Sorter  Reject 
Evaluation  and  Control  Technique 

Quality  control  management  system 

28 

- SuPRRB  - Sub-Pass  Reject  Repair 
and  Balancing  System 

Enables  rejects  from  sub-pass  entry  runs  to  be  re-entered 
into  the  data  stream 

23 

- FMS  - Float  Management  System 

Assigns  float  based  on  predetermined  parameters  to 
determine  daily  profitability 

5 

- DASH  - Deposit  and  Send  History 

Reporting  system  to  resolve  cash  letter  or  deposit 
challenges  in  check  runs 

10 

- CPIM 

Check  processing  installation  management  service 

N/A 

- ECP 

- CPCS  Enhancements 

Electronic  check  presentment 

Tools  supporting  multisite  and  multibank  processing 

N/A 

48 
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STOCKHOLDER  SYSTEMS,  INC.  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

CREDIT  MANAGEMENT  PRODUCTS 

RMS  - Recovery  Management  System 

Supports  the  recovery  of  retail  loans  that  have  been  charged  off 

50 

Statistical  Scoring  Models 

Application,  behavior,  and  recovery  scoring  models 

N/A 

INTEGRATED  PRODUCTS 

Securities  Products 

- CSSI/CSSII  Comprehensive 
Securities  Systems 

Mainframe-based  shareholder  accounting  and  transfer 
systems 

121 

- FASTOCK  PC 

PC-based  shareholder  information  and  accounting  system 

19 

- BPS 

Mainframe-based  coupon  bond  processing  system 

13 

- AIRS 

Automated  insider  transaction  reporting  system 

102 

- TRS 

Year-end  tax  reporting  system 

3 

- VRS 

Voice  response  software  for  CSSII 

4 

Imaging  Products 

- LANPATH  Image  Manager 

Imaging  system 

10 

- LANPATH  Report  Manager 

Automated  report  distribution,  archival,  and  retrieval 

8 

FINANCIAL  PRODUCTS 

TMO  - The  Mortgage  Originator 

On-line  loan  processing  system 

120 

The  Construction  Lender 

PC-based  construction  loan  management  system 

12 

LSAMS  - Loan  Servicing,  Accounting,  and 
Management  System 

Loan  servicing  system  for  midrange  computers 

94 

TMS  - The  Mortgage  Servicer 

Mainframe  system  for  mortgage  loan  servicing 

29 

TPLS  - The  Problem  Loan  Series 

Bankruptcy  and  foreclosure  management  system 

130 

TSM  - The  Secondary  Marketer 

Loan  secondary  marketing  system 

30 

ALAS  - Automated  Lease  Accounting 

On-line  leasing  accounting  system  for  vehicle  and  equipment 

70 

LeasTrac  2000 

Client/server  lease  accounting  system 

11 

EE  Bond  Manager 

Automated  E.E.  Series  bond  system 

20 

SBA  - Safe  Box  Accounting 

Safe  box  recordkeeping  and  invoice  system 

132 

TST  - The  Service  Tracker 

AS/400  help  desk  software 

11 
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Payment  Products  Division: 

This  division  provides  EFT/Financial  software  to  financial,  corporate, 
and  government  institutions. 

• The  SSI  family  of  financial  institution  products  include  ACH 
transaction  software  for  mainframe,  midrange  and  PC-based 
platforms;  home  banking/telephone  bill  payment  software;  as  well 
as  PC/LAN-based  wire  transfer  software. 

■ Corporate-oriented  products  include  ACH  origination  software  as 
well  as  financial  EDI/EFT  software  for  trading  partners. 

SSI's  integrated  check  processing  products  are  used  by  banks  with  IBM 
389X  Check  Sorters  in  IBM  CPCS  and  DOSCHECK  environments  to 
provide  overall  balance  control,  reduce  costs,  workflow  flexibility, 
improved  float,  MICR  quality  assurance,  enhanced  customer  service, 
and  streamlined  data  exchange. 

Credit  Management  Division: 

SSI's  Recovery  Management  System  (RMS),  which  is  available  for 
mainframes  and  midrange  systems,  automates  all  aspects  of  retail  loan 
recovery,  including  agency  management,  bankruptcy  compliances  and 
tracking,  integrated  legal  documentation,  and  tracking. 

SSI  has  also  recently  introduced  scoring  and  collections/processing 
services  and  software  to  complement  its  recovery  offerings. 

Integrated  Products  Division: 

The  Integrated  Products  Division  consists  of  two  groups:  the  Securities 
Products  Group  and  the  Imaging  Technologies  Group. 

The  Securities  Products  Group  provides  IBM  and  compatible  software 
products  for  securities  transfer  and  recordkeeping  applications  to  more 
than  250  corporations.  The  division's  customers,  whose  securities  are 
generally  listed  on  the  New  York  Stock  Exchange,  range  in  size  of 
securityholder  base  from  800  to  over  one  million  securityholders  of 
record. 

The  Imaging  Technologies  Group  markets  report  distribution  software 
and  provides  imaging  technology  that  scans  a document  and  stores  the 
image  on  optical  disk  for  quick  filing  and  retrieval. 
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Financial  Products  Division: 

Through  this  division,  SSI  develops,  markets,  and  supports  a range  of 
mortgage  banking  applications  software  for  mainframe,  midrange,  and 
PC  platforms.  Products  are  available  for  mortgage  loan  origination, 
servicing,  warehousing  and  secondary  marketing,  problem  loan 
management,  and  construction  lending  software  automation. 

The  division  also  supports  two  automated  leasing  products,  an 
accounting  series,  a help  desk  product,  and  a safe  box  accounting 
product. 

Other: 

SSI's  various  divisions  also  provide  consulting  and  training  services  to 
its  customers. 


SSI  customers  include  all  of  the  top  100  and  250  of  the  top  300 
commercial  banks. 

A listing  of  current  clients  is  available  on  request. 


Page  8 of  8 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


August  1993 


COMPANY  PROFILE 


STOCKHOLDER  SYSTEMS,  INC. 

441 1 East  Jones  Bridge  Road 
Norcross,  GA  30092 
(404)  441-3387 


Larry  A.  Dean,  CEO 
Wholly  Owned  Subsidiary  of  NYNEX 
Information  Solutions  Group 
Total  Employees:  238  (5/90) 

Total  Revenue,  Fiscal  Year  End 
3/31/90:  $25,675,644* 

*Prior  to  acquisition 


The  Company  Stockholder  Systems,  Inc.  (SSI),  founded  in  1971,  develops, 

markets,  and  supports  a line  of  financial  application  software 
products  for  IBM  and  compatible  mainframes  and  midrange 
systems.  During  fiscal  1990,  the  company  also  began  offering 
remote  computing  services  to  some  of  its  software  customers. 

SSI  products  are  used  for  transfer  agent  and  securityholder 
recordkeeping;  electronic  funds  transfer  through  the  Automated 
Clearinghouse  (ACH)  network;  for  corporate  cash  management, 
telephone  bill  paying,  and  home  banking;  check  processing; 
mortgage  loan  application  processing,  secondary  marketing,  and 
loan  servicing;  automated  lease  accounting;  and  loan  recovery. 

• As  the  result  of  the  acquisition  of  Baseline,  Inc.  in  late  1990, 

SSI  also  offers  software  products  relating  to  PC  LAN  and 
optical  disk  technology. 

• The  company's  products  are  currently  offered  through  the 
following  divisions:  Securities  Products;  EFT  Products;  Leasing 
Products;  Check  Products;  OMNI  Products;  Recovery  Products; 
and  Distributed  Systems. 

• During  fiscal  1990,  SSI  organized  small  consulting  teams  within 
each  product  division  to  provide  specialized  industry  consulting 
services  for  customers.  These  services  contributed 
approximately  5%  to  fiscal  1990  revenue. 

Through  September  1990,  SSI  operated  as  a public  company  on 
the  over-the-counter  market.  In  September  1990,  SSI  was 
acquired  by  NYNEX  Information  Solutions  Group  in  a transaction 
valued  at  approximately  $70  million. 

• SSI  shareholders  received  .2174  shares  of  NYNEX  common 
stock  per  share  of  SSI  stock. 
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• NYNEX  Information  Solutions  Group,  a subsidiary  of  NYNEX 
Corporation,  is  a worldwide  supplier  of  software,  consulting, 
and  operations  support  services. 

• SSI's  financials  will  be  restated  to  conform  with  the  December 
31  fiscal  year  end  of  its  parent. 

For  the  three  months  ending  June  30,  1990,  SSI  reported  revenue 
of  $6.4  million,  a 41%  increase  over  $4.5  million  for  the  same 
period  in  1989.  Net  income  increased  49%,  from  $268,000  to 
$400,000. 

SSI's  fiscal  1990  revenue  was  $25.7  million,  a 16%  increase  over 
fiscal  1989  revenue  of  $22.1  million.  Net  income  declined  3%, 
from  nearly  $3.7  million  in  fiscal  1989  to  $3.6  million  in  fiscal  1990. 
A five-year  financial  summary  follows: 

STOCKHOLDER  SYSTEMS,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/90 

3/89 

3/88 

3/87 

3/86 

Revenue 

• Percent  increase 

$25,676 

$22,096 

$20,016 

$17,785 

$15,290 

from  previous  year 

16% 

10% 

13% 

16% 

13% 

Income  before  taxes 
• Percent  increase 

$4,053 

$5,292 

$4,627 

$4,825 

$3,415 

(decrease)  from 
previous  year 

(23%) 

14% 

(4%) 

41% 

5% 

Net  income 
• Percent  increase 

$3,638 

$3,694 

$3,353 

$2,741 

$2,265 

(decrease)  from 
previous  year 

(3%) 

10% 

22% 

21% 

7% 

Earnings  per  share 
• Percent  increase 

$0.90 

$0.92 

$0.83 

$0.67 

$0.54 

(decrease)from 
previous  year 

(2%) 

11% 

24% 

24% 

8% 

Revenue  increases  during  fiscal  1990  and  1989  were  attributed  to 
the  retention  of  customers  with  maintenance  agreements  as  the 
customer  base  has  expanded,  and  the  introduction  of  new 
products. 

• Net  income  decreased  in  fiscal  1990  for  the  first  time  in  several 
years  due  to  increased  software  research  and  development 
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expenses  and  increased  general  and  administrative  costs 
associated  with  expanded  office  space  and  the  completion  of  a 
training  facility. 

• Software  development  expenses  were  $3.1  million  (12%  of 
revenue)  in  fiscal  1990,  $1.5  million  (7%  of  revenue)  in  fiscal 
1989,  and  $1.1  million  (5%  of  revenue)  in  fiscal  1988. 

During  1990,  SSI  made  the  following  acquisitions/divestitures: 

• In  December  1990,  SSI  acquired  Baseline,  Inc.  of  Atlanta  (GA). 
Terms  of  the  acquisition  were  not  disclosed. 

- Baseline  has  developed  software  for  report  distribution, 
optical  disk  archival,  and  retrieval. 

- The  operations  of  Baseline  have  been  merged  into  SSI's 
newly  formed  Distributed  Systems  Division. 

• In  September  1990,  SSI  acquired  five  software  products  for  wire 
transfer  and  ACH  processing  from  Applied  Communications, 
Inc. 

- The  products  include  WireNet™,  MoneyNet  Micro™, 
TRG/TRC™,  and  CIX-PC™,  which  are  PC-based  systems, 
and  CIX™,  which  operates  on  IBM  mainframes. 

- The  products  are  now  managed  by  SSI's  EFT  Products 
Division. 

• In  January  1990,  SSI  sold  its  ReMark™  relationship  marketing 
system  to  GTE.  SSI  also  agreed  to  complete  the  development 
of  the  ReMark  system  and  provide  systems  operations  (facilities 
management)  services  for  a data  center  that  will  provide  the 
frequent  buyer  services  capabilities  of  the  ReMark  system  to 
supermarkets  nationwide. 

As  of  May  31,  1990,  SSI  had  238  full-time  employees,  segmented 
as  follows: 


Marketing 

44 

Software  development  and 

153 

technical  support 

Accounting  and  administration 

41 

238 

The  company  currently  has  approximately  260  employees. 
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Key  Products  and  An  estimated  90%  of  SSI's  fiscal  1990  revenue  was  derived  from 
Services  application  software  products,  maintenance,  and  associated 

support  services.  Of  the  remaining  10%  of  revenue,  approximately 
5%  was  derived  from  processing  services  and  5%  from 
professional  services  consulting.  A three-year  summary  of  source 
of  revenue,  as  provided  by  SSI,  follows: 


STOCKHOLDER  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/90 

3/89 

3/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

License  and  related  fees 

$15.2 

59% 

$14.5 

66% 

$14.1 

70% 

Maintenance  fees 

10.5 

41% 

7.6 

34% 

5.9 

30% 

TOTAL 

$25.7 

100% 

$22.1 

100% 

$20.0 

100% 

A three-year  summary  of  source  of  revenue  by  product 
line/division  follows: 


STOCKHOLDER  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY  BY  PRODUCT  LINE 

($  millions) 


FISCAL  YEAR 

3/90 

3/89 

3/88 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

PRODUCT  LINE 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

EFT 

$7.7 

30% 

$6.9 

31% 

$7.1 

35% 

OMNI 

6.5 

25% 

2.8 

13% 

2.0 

10% 

Securities 

6.2 

24% 

7.6 

35% 

6.6 

33% 

Check 

3.0 

12% 

2.5 

11% 

1.8 

9% 

Leasing 

1.6 

6% 

2.0 

9% 

2.2 

11% 

Recovery 

0,3 

1% 

0.1 

— 

-- 



ReMark 

0.4 

2% 

__ 





__ 

Technical  (a) 

-- 

- 

0.2 

1% 

0.3 

2% 

TOTAL 

$25.7 

100% 

$22.1 

100% 

20.0 

100% 

(a)  Sold  in  1988. 
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SSI  currently  offers  six  categories  of  application  software  products 
as  shown  in  the  exhibit. 

Securities  Products: 

The  Securities  Products  Division  provides  IBM  and  compatible 
software  products  for  securities  transfer  and  recordkeeping 
applications. 

• The  division's  customers,  whose  securities  are  generally  listed 
on  the  New  York  Stock  Exchange,  range  in  size  of 
securityholder  base  from  800  to  over  one  million 
securityholders  of  record. 

• In  January  1990,  SSI  began  offering  utility  processing  for  its 
Securities  product  line.  During  fiscal  1990,  SSI  signed  three 
contracts  and  is  processing  over  a million  shareholder  accounts 
using  CSSII. 

EFT  Products: 

The  EFT  Division  provides  electronic  funds  transfer  products 
primarily  to  financial  institutions. 

• The  products  run  on  IBM  and  compatible  mainframes.  A 
version  of  PEP  is  available  for  IBM  AS/400  systems. 
MicroACH  runs  on  IBM  and  compatible  microcomputers. 

• SSI  has  developed  Network  Banker,  a new  cash  management 
product  for  financial  institution  corporate  customers  that  runs 
on  the  IBM  PS/2.  The  software  uses  Xcellenet  Inc.'s 
communications  software  to  link  corporate  customers  with  their 
financial  institutions. 

OMNI  Products: 

The  division's  original  products  (OMNI,  SBA,  and  FOCUS)  run 
on  IBM  and  compatible  mainframes. 

• With  the  acquisition  of  Fannie  Mae  Software  Systems  in  mid- 
1989,  the  division  also  offers  mortgage  software  for  IBM  PC, 
System/36,  System/38,  and  AS/400  systems. 


February  1991 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  8 


STOCKHOLDER  SYSTEMS,  INC. 


INPUT 


EXHIBIT 

STOCKHOLDER  SYSTEMS,  INC.  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

LICENSE 

FEE 

Security  Products 

- CSSI  - Corporate  Shareholder 
System 

Shareholder  accounting  and  transfer  system 

218 

N/A 

- CSSII  - Comprehensive 

Enhanced  version  of  CSSI 

N/A 

Securities  System 

- BPS 

Coupon  bond  processing  option  for  CSS 

30 

N/A 

- Tax  Reporting  System 

Supports  year-end  IRS  tax  form  reports 

New 

N/A 

- FASTOCK  PC 

IBM  PC-based  shareholder  information 
and  accounting  system 

New 

N/A 

EFT  Products 

- PEP  - Paperless  Entry 
Processing  System 

Batch  system  to  originate  and  receive  EFTs 
via  the  ACH  network 

342 

$8,000 

- PEP  + 

On-line  interface  system  for  use  in  the 
ACH  network 

200 

$25,000-$  120,000 

- MicroACH 

Micro-based  ACH  software  package 

41 

$10,000-$20,000 

- PTT  - Personal  Transaction 
Teller  System 

Electronically  captures  and  processes  consumer- 
authorized  bill  paying/funds  transfers 

48 

$75,000-$  130,000 

- PTT  + - Professional 
Transaction  Teller 

Provides  an  electronic  window  to  the  bank 
for  corporate  cash  management  services 

7 

$ 1 00, 000-$1 40,000 

- CAPS  - Corporate  Automated 
Payments  System 

Interface  between  corporate  accounting  systems 
and  financial  institutions  to  produce  ACH- 
formatted  funds  transfer  entries 

95 

$30,000 

- Network  Banker 

Cash  management  product 

New 

N/A 

- Wire-Net 

Funds  transfer  system 

(a) 

N/A 

- MoneyNet  Micro 

Funds  transfer  system 

(a) 

N/A 

- TRG/TRC 

ACH  processing/PC 

(a) 

N/A 

- CIX-PC 

ACH  processing/PC 

(a) 

N/A 

- CIX 

ACH  processing/mainframe 

(a) 

N/A 

OMNI  Products 

- OMNI  - On-Line  Mortgage 
Network  Information  System 

Loan  origination  system  for  mortgage, 
commercial,  and  secondary  market  transactions 

30 

$ 1 00,000-$  1 45,000 

- SBA  - Safe  Box  Accounting 

Safety  deposit  box  recordkeeping  and  invoice 
automation  system 

131 

$7,500-$  125,000 

- FOCUS  - Floor  Covering  Optimum 
Carpet  Utilization  System 

Finished  goods  allocation  system  for  carpet 
manufacturers  and  distributors 

25 

$100,000-$  125,000 

- MPC 

Loan  origination  systems  for  PCs 

153 

$8,000 

- Mortracs 

Loan  origination  system  for  IBM  midrange 
systems 

69 

$22,000 

• TSM 

Loan  secondary  marketing  system 

37 

$35,000 

- LSAMS 

Loan  servicing  system 

90 

$76,000 

(a)  Acquired  from  Applied  Communications,  Inc. 
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EXHIBIT 

STOCKHOLDER  SYSTEMS,  INC.  SOFTWARE  PRODUCTS 

(continued) 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

LICENSE 

FEE 

Check  Products 

- TCM  - The  Control  Machine 

On-line  system  for  check  proofing  and  transit 
bank  departments  to  expedite  daily  balancing 

94 

$42,300 

- ORBS  - Online-Reconcilement 
Banking  System 

Locates  out-of-balance  conditions 

for  banks  processing  checks  on  IBM  CPCS 

59 

$60,000 

- CLAS  - Cash  Letter 
Administration  System 

Manages  the  creation,  reconciliation,  and 
reporting  of  all  cash  letters 

13 

$45,000 

- BFCS 

Bulk  filing  control  system 

45 

$45,000 

- FMS  - Float  Management  System 

Assists  in  assigning  float  parameters  based  on 
an  individually  determined  float  policy 

16 

$35,000-$90,000 

Leasing  Products 

- ALAS  - Automated  Lease 
Accounting  System 

Automates  lessor  accounting  for 
automobile  and  equipment  leases 

124 

$95,000-$250,000 

- Extended  ALAS 

Combines  ALAS  with  applicant  tracking, 
collection  tracking,  and  off-lease  tracking 

N/A 

N/A 

Recovery  Products 

- Recovery  Management  System 

Supports  the  recovery  of  retail  loans  that 
have  been  charged  off 

26 

$60,0004350,000 

Check  Products: 

The  Check  Products  Division  offers  some  20  products  which  are 
used  by  banks  in  conjunction  with  check  processing  on  an  IBM 
3890  Check  Sorter  in  the  IBM  CPCS,  DOSCHECK,  and 
OSCHECK  check  processing  environment.  During  fiscal  1989, 

SSI  also  began  supporting  its  software  on  new  IBM  hardware  such 
as  the  IBM  3892  Check  Sorter. 

Leasing  Products: 

SSI's  AEAS  Automated  Lease  Accounting  System  is  available  for 
IBM,  compatible,  and  Burroughs  mainframes  and  AS/400  systems. 
During  fiscal  1990,  SSI  also  began  offering  remote  computing 
services  for  ALAS  customers. 

Recovery  Products: 

SSI's  Recovery  Management  System  (RMS),  acquired  in 
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September  1988  with  American  Recovery  Corporation,  aids  in  the 
recovery  of  bad  loans.  The  software  runs  on  IBM  System/36  and 
AS/400  computers.  A version  of  RMS  is  being  developed  for  IBM 
mainframes. 

Distributed  Systems: 

This  division  was  set  up  during  1990  to  acquire  and  develop  value- 
added  software  offerings  for  SSI's  current  customers,  as  well  as  to 
allow  the  company  to  move  into  some  non-financial  markets  with 
niche  products. 

The  division  offers  a report  distribution  software  system  which 
downloads  reports  or  data  from  IBM  mainframes  to  an  IBM  PC  or 
IBM  PC  LAN  server  and  archives  the  reports  or  data  on  optical 
disk  devices  connected  to  the  PC  or  LAN  server.  The  system 
employs  Write  Once  Read  Many  optical  storage  technology. 

SSI's  various  divisions  also  provide  consulting  support  services  to 
its  customers. 

Industry  Markets 

As  of  March  31,  1990,  SSI  had  licensed  1,657  systems  to  865 
banking  and  finance  customers,  79  systems  to  79  utilities 
customers,  and  157  systems  to  139  corporate  and  other  customers. 

Geographic 

Markets 

Virtually  all  of  SSI's  revenue  is  derived  from  the  U.S.  During 
fiscal  1990,  SSI  received  $200,000  in  revenues  from  the 
international  licensing  of  its  products. 

Computer 
Hardware  and 
Software 

SSI  has  various  IBM  computers  installed  at  its  headquarters  for 
research  and  development  and  customer  support. 

Page  8 of  8 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


February  1991 


COMPANY  PROFILE 


STOCKHOLDER  SYSTEMS,  INC. 

4411  East  Jones  Bridge  Road 
Norcross,  GA  30092 
(404)  441-3387 


Larry  Dean,  Chairman,  President,  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  187 
Total  Revenue,  Fiscal  Year  End 
3/31/89:  $22,096,219 


The  Company  Stockholder  Systems,  Inc.  (SSI),  founded  in  1971,  develops, 

markets,  and  supports  a line  of  financial  application  software 
products  for  IBM  and  compatible  mainframes  and  midrange 
systems. 

• The  company's  products  are  currently  offered  through  the 
following  divisions:  Securities  Products;  EFT  Products;  Leasing 
Products;  Check  Products;  OMNI  Products;  and  Recovery 
Products. 

• SSI  products  are  used  for  transfer  agent  and  securityholder 
recordkeeping;  electronic  funds  transfer  through  the 
Automated  Clearing  House  (ACH)  network;  for  corporate  cash 
management,  telephone  bill  paying,  and  home  banking;  check 
processing;  mortgage  loan  application  processing,  secondary 
marketing,  and  loan  servicing;  automated  lease  accounting;  and 
loan  recovery. 

SSI's  fiscal  1989  revenue  reached  $22.1  million,  a 10%  increase 
over  fiscal  1988  revenue  of  $20  million.  Net  income  rose  10%, 
from  approximately  $3.4  million  in  fiscal  1988  to  nearly  $3.7 
million  in  fiscal  1989.  A five-year  financial  summary  follows: 
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STOCKHOLDER  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/89 

3/88 

3/87 

3/86 

3/85 

Revenue 

• Percent  increase 

$22,096 

$20,016 

$17,785 

$15,290 

$13,532 

from  previous  year 

10% 

13% 

16% 

13% 

37% 

Income  before  taxes 
• Percent  increase 

$5,292 

$4,627 

(b) 

$4,825 

$3,415 

$3,260 

(decrease)  from 

previous  year 

14% 

(4%) 

41% 

5% 

14% 

Net  income 
• Percent  increase 

$3,694 

$3,353 

$2,741 

$2,265 

$2,117 

from  previous  year 

10% 

22% 

21% 

7% 

30% 

Earnings  per  share 
• Percent  increase 

$0.92 

$0.83 

$0.67 

$0.54 

$0.50 

from  previous  year 

11% 

24% 

24% 

8% 

14% 

(a)  Financials  prior  to  fiscal  1988  have  been  restated  to  reflect  the  pooling-of-interests  acquisition 
of  Software  Concepts,  Inc.  in  June  1987. 

(b)  Includes  a $644,000  realized  loss  on  the  write-down  of  its  long-term  investments  in  marketable 
equity  securities  to  market  value. 


SSI  has  made  the  following  acquisitions: 

• In  June  1989,  SSI  acquired  Fannie  Mae  Software  Systems,  Inc. 
(FMSS),  a division  of  the  Federal  National  Mortgage 
Association  for  a cash  payment  of  approximately  $1.2  million, 
plus  royalties  on  software  sales  over  the  next  four  years. 

- FFMS  markets  and  supports  mortgage  processing  software 
products  for  IBM  midrange  systems  and  microcomputers. 

- FFMS  has  a customer  base  of  200  financial  institutions.  Its 
operations  are  been  merged  into  SSI's  OMNI  Products 
Division. 

• In  September  1988,  SSI  acquired  American  Recovery 
Corporation  (ARC)  of  Atlanta  (GA)  for  $4,000,  plus  royalties 
on  software  and  consulting  now  to  exceed  $2.6  million. 

- ARC,  a start-up  firm  at  the  time  of  the  acquisition,  provides 
software  products  and  consulting  services  to  financial 
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institutions  to  allow  them  to  recover  retail  loans  that  have 
been  "charged  off. 

- ARC  now  operates  as  SSI's  Recovery  Products  Division. 

• During  1988,  SSI  acquired  the  Float  Management  System  and 
certain  productivity  tools  for  bank  check  processing  operations 
from  Check  Tech,  Inc.  for  $50,000  plus  a 20%  royalty  based  on 
product  sales  during  the  next  four  years.  These  products  are 
now  part  of  SSI's  Check  Products  Division. 

• In  June  1987,  SSI  acquired  Software  Concepts,  Inc.  (SCI)  of 
Atlanta  for  600,000  shares  of  SSI  Class  B common  stock.  The 
acquisition  was  accounted  for  as  a pooling  of  interests. 

- SCI  offered  software  products  to  financial  institutions  for 
check  processing,  mortgage  application  processing,  and  safe 
deposit  accounting. 

- The  operations  of  SCI  were  restructured  into  three  new  SSI 
divisions:  Check  Products,  OMNI  Products,  and  Technical 
Products. 

• During  fiscal  1988,  SSI  acquired  a bond  processing  system 
(BPS),  which  adds  a coupon-bond  processing  capability  to  SSI's 
Securities  Products,  for  $180,000. 

• In  1987,  SSI  bought  the  Cash  Letter  Administration  System 
(CLAS)  from  Pittsburgh  National  Bank  for  $60,000. 

• In  1987,  SSI  also  purchased  a Bulk  Filing  Control  System 
(BFCS)  from  Shawmut  Bank  for  $21,000. 

In  September  1988,  SSI  sold  its  Technical  Products  to  Software 
Engineering  of  America,  Inc.  of  Lake  Success  (NY).  These 
products,  which  were  originally  acquired  with  SCI  in  June  1987, 
contributed  approximately  2%  to  SSI's  fiscal  1988  revenue.  SSI 
realized  a gain  of  $260,000  from  the  sale  (reported  under  other 
income). 

As  of  May  31,  1989,  SSI  had  187  full-time  employees,  segmented 
as  follows: 


Marketing 

43 

Software  development  and 

118 

technical  support 

Accounting  and  administration 

26 

187 
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Key  Products  and  One  hundred  percent  of  SSI's  fiscal  1989  revenue  was  derived 

Services  from  application  software  products,  maintenance,  and  associated 

support  services.  A three-year  summary  of  source  of  revenue 
follows: 


STOCKHOLDER  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/89 

3/88 

3/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

License  and  related  fees 

$14.5 

70% 

$14.1 

70% 

$12.9 

72% 

Maintenance  fees 

7.6 

30% 

5.9 

30% 

4.9 

28% 

TOTAL 

$22.1 

100% 

$20.0 

100% 

$17.8 

100% 

A three-year  summary  of  source  of  revenue  by  product  line 
follows: 


STOCKHOLDER  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY  BY  PRODUCT  LINE 

($  millions) 


FISCAL  YEAR 

3/89 

3/88 

3/87 

PRODUCT  LINE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Securities 

$7.6 

35% 

$6.6 

33% 

$6.0 

34% 

EFT 

6.9 

31% 

7.1 

35% 

$5.3 

30% 

OMNI 

2.8 

13% 

2.0 

10% 

1.7 

9% 

Check 

2.5 

11% 

1.8 

9% 

1.8 

10% 

Leasing 

2.0 

9% 

2.2 

11% 

2.7 

15% 

Recovery 

0.1 

- 

-- 

-- 

-- 

- 

Technical  (a) 

0.2 

1% 

0.3 

2% 

0.3 

2% 

TOTAL 

$22.1 

100% 

20.0 

100% 

$17.8 

100% 
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SSI  currently  offers  six  categories  of  application  software  products 
as  shown  in  the  exhibit. 

Securities  Products: 

The  Securities  Products  Division  provides  IBM  and  compatible 
software  products  for  securities  transfer  and  recordkeeping 
applications. 

• Fiscal  1989  revenue  for  the  division  was  $7.6  million,  of  which 
$4.8  million  was  derived  from  license  fees  and  $2.8  million  from 
maintenance  fees. 

• The  division's  customers,  whose  securities  are  generally  listed 
on  the  New  York  Stock  Exchange,  range  in  size  of 
securityholder  base  from  800  to  over  one  million 
securityholders  of  record. 

EFT  Products: 

The  EFT  Division,  with  over  670  systems  licensed,  provides 
electronic  funds  transfer  products  primarily  to  financial 
institutions. 

• The  products  run  on  IBM  and  compatible  mainframes.  A 
version  of  PEP  is  available  for  IBM  AS/400  systems. 

MicroACH  runs  on  IBM  and  compatible  microcomputers. 

• Of  the  division's  $6.9  million  in  fiscal  1989  revenue, 
approximately  $4.1  million  was  from  licensing  fees  and  $2.8 
million  from  maintenance  fees. 

OMNI  Products: 

The  division's  original  products  (OMNI,  SBA,  and  FOCUS)  run 
on  IBM  and  compatible  mainframes. 

• With  the  acquisition  of  Fannie  Mae  Software  Systems  in  mid- 
1989,  the  division  also  offers  mortgage  software  for  IBM  PC, 
System/36,  System/38,  and  AS/400  systems. 

• The  division  currently  has  over  160  products  installed. 
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EXHIBIT 

STOCKHOLDER  SYSTEMS,  INC.  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

LICENSE 

FEE 

Security  Products 

- CSSI  - Corporate  Shareholder 

Shareholder  accounting  and  transfer  system 

\ 

N/A 

System 

\ 211 

- CSSII  - Comprehensive 

Enhanced  version  of  CSSI 

j 

N/A 

Securities  System 

- BPS 

Coupon  bond  processing  option  for  CSS 

30 

N/A 

- Tax  Reporting  System 

Supports  year-end  IRS  tax  form  reports 

New 

N/A 

EFT  Products 

* PEP  - Paperless  Entry 

Batch  system  to  originate  and  receive  EFTs 

| 

$8,000 

Processing  System 

via  the  ACH  network 

| 512 

- PEP  + 

On-line  interface  system  for  use  in  the 

) 

$25, 000-$1 20,000 

ACH  network 

- MicroACH 

Micro-based  ACH  software  package 

22 

$10,000-$20,000 

- PTT  • Personal  Transaction 

Electronically  captures  and  processes  consumer- 

45 

$75,000-$130,000 

Teller  System 

authorized  bill  paying/funds  transfers 

- PTT  + - Professional 

Provides  an  electronic  window  to  the  bank 

7 

$100,000-$140,000 

Transaction  Teller 

for  corporate  cash  management  services 

- CAPS  - Corporate  Automated 

Interface  between  corporate  accounting  systems 

93 

$30,000 

Payments  System 

and  financial  institutions  to  produce  ACH- 

formatted  funds  transfer  entries 

OMNI  Products 

• OMNI  - On-Line  Mortgage 

Loan  origination  system  for  mortgage, 

24 

$1 00, 000-$1 45,000 

Network  Information  System 

commercial,  and  secondary  market  transactions 

- SBA  - Safe  Box  Accounting 

Safety  deposit  box  recordkeeping  and  invoice 

113 

$7, 500-$1 25,000 

automation  system 

- FOCUS  - Floor  Covering  Optimum 

Finished  goods  allocation  system  for  carpet 

22 

$1 00, 000-$1 25,000 

Carpet  Utilization  System 

manufacturers  and  distributors 

- MPC 

Loan  origination  systems  for  PCs 

N/A 

N/A 

- Mortracs 

Loan  origination  system  for  IBM  midrange 

N/A 

N/A 

systems 

- TSM 

Loan  secondary  marketing  system 

N/A 

N/A 

- LSAMS 

Loan  servicing  system 

N/A 

N/A 
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EXHIBIT 

STOCKHOLDER  SYSTEMS,  INC.  SOFTWARE  PRODUCTS 

(continued) 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

LICENSE 

FEE 

Check  Products 

- TCM  - The  Control  Machine 

On-line  system  for  check  proofing  and  transit 
bank  departments  to  expedite  daily  balancing 

89 

$42,300 

- ORBS  - Online-Reconcilement 
Banking  System 

Locates  out-of-balance  conditions 

for  banks  processing  checks  on  IBM  CPCS 

51 

$60,000 

- CLAS  - Cash  Letter 
Administration  System 

Manages  the  creation,  reconciliation,  and 
reporting  of  all  cash  letters 

11 

$45,000 

- BFCS 

Bulk  filing  control  system 

3 

$45,000 

- FMS  - Float  Management  System 

Assists  in  assigning  float  parameters  based  on 
an  individually  determined  float  policy 

14 

$35, 000- $90, 000 

Leasing  Products 

- ALAS  - Automated  Lease 
Accounting  System 

Automates  lessor  accounting  for 
automobile  and  equipment  leases 

121 

$95,000-$250,000 

- Extended  ALAS 

Combines  ALAS  with  applicant  tracking  and 
collection  tracking 

N/A 

N/A 

Recovery  Products 

- Recovery  Management  System 

Supports  the  recovery  of  retail  loans  that 
have  been  charged  off 

22 

$60,000-$350,000 

Check  Products: 

The  Check  Products  Division  offers  some  20  products  which  are 
used  by  banks  in  conjunction  with  check  processing  on  an  IBM 
3890  Check  Sorter  in  the  IBM  CPCS,  DOSCHECK,  and 
OSCHECK  check  processing  environment.  During  fiscal  1989, 
SSI  also  began  supporting  its  software  on  new  IBM  hardware  such 
as  the  IBM  3892  Check  Sorter. 

• Of  the  division's  $2.5  million  in  fiscal  1989  revenue,  $1.96 
million  was  derived  from  license  fees  and  $0.56  million  was 
from  maintenance  fees. 

• The  division  currently  has  over  150  product  installations. 
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Leasing  Products: 

SSI's  ALAS  Automated  Lease  Accounting  System  is  available  for 
IBM,  compatible,  and  Burroughs  mainframes  and  AS/400  systems. 
The  division's  $2  million  in  fiscal  1989  revenue  was  almost  equally 
divided  between  license  and  maintenance  fees. 

Recovery  Products: 

SSI's  Recovery  Management  System,  acquired  in  September  1988 
with  American  Recovery  Corporation,  aids  in  the  recovery  of  bad 
loans.  The  software  runs  on  IBM  System/36  and  AS/400 
computers. 

SSI's  various  divisions  also  provide  consulting  support  services  to 
its  customers. 

Industry  Markets 

As  of  March  31,  1989,  SSI  had  licensed  1,169  systems  to  640 
banking  and  finance  customers,  75  systems  to  80  utilities 
customers,  and  146  systems  to  130  corporate  and  other  customers. 

Geographic 

Markets 

Virtually  all  of  SSI's  revenue  is  derived  from  the  U.S. 

Computer 
Hardware  and 
Software 

SSI  has  various  IBM  computers  installed  at  its  headquarters  for 
research  and  development  and  customer  support. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  FEBRUARY  1986 


STOCKHOLDER  SYSTEMS,  INC. 

441  I East  Jones  Bridge  Road 
Norcross,  GA  30092 
(404)  441-3387 


Larry  Dean,  Chairman,  President 
and  CEO 

Public  Corporation,  OTC 
Total  Employees:  103 
Total  Revenue,  Fiscal  Year  End 
3/31/87:  $13,976,522 


STOCKHOLDER  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


— ^FISCAL  YEAR 

ITEM 

3/87 

3/86 

3/85 

3/84 

3/83 

Revenue 

. Percent  increase 

$ 

13,977 

$ 

12,662 

$ 

12,029 

$ 

8,531 

$ 

6,590 

from  previous  year 

10% 

5% 

41% 

29% 

47% 

Income  before  taxes 
. Percent  increase 

$ 

4,047 

$ 

3,227 

$ 

3,047 

$ 

2,502 

$ 

1,707 

from  previous  year 

25% 

6% 

22% 

47% 

150% 

Net  income 
. Percent  increase 

$ 

2,340 

$ 

2,151 

$ 

2,009 

$ 

1,442 

$ 

984 

from  previous  year 

9% 

7% 

39% 

47% 

130% 

Earnings  per  share 
. Percent  increase 

$ 

0.67 

$ 

0.60 

$ 

0.56 

$ 

0.47 

$ 

0.33 

from  previous  year 

12% 

7% 

19% 

42% 

136% 

Acquisitions  made  by  Stockholder  Systems,  Inc.  (SSI)  include  the  following: 

In  June  1987  SSI  completed  the  acquisition  of  Software  Concepts,  Inc. 

(SCI)  of  Atlanta  for  600,000  shares  of  SSI  Class  B common  stock.  The 

acquisition  is  being  accounted  for  as  a pooling  of  interests. 

. SCI  provides  software  products  to  financial  institutions  for 
check  processing,  mortgage  application  processing,  and  safe- 
deposit  box  accounting. 

. SCI  had  approximately  40  employees  at  the  time  of  the  acquisi- 
tion and  revenue  of  $3.9  million  and  net  income  of  $401,000  for 
the  year  ending  March  31,  1987. 
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. The  operations  of  SCI  have  been  restructured  into  three  new  SSI 
operating  groups:  Check  Products  Division,  OMNI  Products 

Division,  and  Technical  Products. 

During  fiscal  1987  the  company  purchased  MicroACH,  a microcom- 
puter-based software  package  for  automated  clearing  house  transaction 
initiation,  through  a royalty  agreement  with  Chicago-based  Lighthouse 
Systems. 

The  company  acquired  a Bulk  Filing  Control  System  (BFCS)  from 
Shawmut  Bank  of  Boston. 

• Revenue  for  the  six  months  ending  September  30,  1987  was  $9  million,  a 15% 
increase  over  $7.9  million  for  the  same  period  in  1986.  Net  income  reached 
$1.5  million,  compared  to  $1.2  million  for  the  same  period  a year  ago.  Results 
for  periods  prior  to  June  1987  have  been  restated  to  reflect  the  pooling-of- 
interests  acquisition  of  Software  Concepts,  Inc.  previously  discussed. 

SOURCE  OF  REVENUE 


• One  hundred  percent  of  SSI's  fiscal  1987  revenue  was  derived  from  application 
software  products,  maintenance,  and  associated  support  services.  A three- 
year  summary  of  SSI's  source  of  revenue  follows  ($  thousands): 


FISCAL  YEAR 

ITEM 

3/87 

3/8 

6 

3/6 

!5 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

License  and  related 

fees 

$9,729 

70% 

$8,609 

68% 

$8,343 

70% 

Maintenance  fees 

4,247 

30 

3,593 

28 

3,156 

26 

Subscription  fees  (a) 

- 

- 

460 

4 

530 

4 

Total 

$13,976 

1 00% 

$12,662 

100% 

$12,029 

1 00% 

(a)  Subscription  fees  for  fiscal  1986  and  1985  relate  to  the  development  of  CSS  II, 
an  enhancement  to  SSI's  Corporate  Shareholder  System.  The  development  of 
CSS  II  was  completed  during  fiscal  1986. 


A three-year  summary  of  source  of  revenue  by  product  line  follows  ($  thou- 
sands): 
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Nv  FISCAL  YEAR 

ITEM 

3/8 

7 

3/8 

16 

3/8 

5 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Securities  transfer 

and  recordkeeping 

$6,004 

43% 

$5,420 

43% 

$5,506 

46% 

Electronic  funds 

transfer 

5,250 

38 

4,429 

35 

5,063 

42 

Lease  accounting 

2,723 

19 

2,813 

22 

1,460 

12 

Total 

$13,977 

1 00% 

$12,662 

100% 

$12,029 

100% 

• A summary  of  the  number  of  licenses,  by  product  and  industry  served,  as  of 
March  31,  1987,  follows: 


CSSI 
and 
CSS  II 

PEP 

and 

PEP+ 

ALAS 

PTT 

and 

PTT+ 

CAPS 

Total 

Licenses 

by 

Industry 

Total 

Customers 

Banking  and 
finance 

60 

424 

82 

43 

71 

680 

551 

Utilities 

59 

0 

4 

0 

5 

68 

64 

Corporate  and 
other 

71 

5 

22 

2 

10 

1 10 

100 

Total 

190 

429 

108 

45 

86 

858 

715 

NEW  PRODUCTS  AND  SERVICES 

• A summary  of  SSI's  new  products  by  operating  group  follows: 

Securities  Products  Division. 

. Comprehensive  Securities  System  (CSS  II). 

Electronic  Funds  Transfer  Division. 

. PTT+  (Professional  Transaction  Teller)  for  corporate  cash  man- 
agement. 

. EDI  functions  for  special  corporate  trade  payments. 

. MicroACH. 
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Leasing  Products  Division. 

. Extended  ALAS  combines  applications  and  collections  tracking 
with  ALAS. 


Check  Products  Division. 

. Bulk  Filing  Control  S/stem  (BFCS). 

. Cash  Letter  Administration  System  (CLAS). 

. OnLine  Reconcilement  Banking  System  (ORBS). 

. The  Control  Machine  (TCM),  an  on-line  settlement  system  for 
controlling  check  processing. 

OMNI  Products  Division. 


OnLine  Mortgage  Network  Information  (OMNI),  a mortgage 
preparation  system. 


. Safe  Box  Accounting  (SBA),  an  accounting  system  for  bank  safe 
deposit  boxes. 

Technical  Products. 


CSAR,  QC,  QT,  Synthetic  Jobstream,  and  Workflow  are  products 
for  computer  scheduling  and  efficiency  management. 
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COMPANY  PROFILE 


STOCKHOLDERS  SYSTEMS,  INC. 

441  I East  Jones  Bridge  Road 
Norcross,  GA  30092 
(404)  441-3387 


Larry  A.  Dean,  Chairman,  President 
and  CEO 

Public  Corporation,  OTC 

Total  Employees:  92 

Total  Revenue,  Fiscal  Year  End 


3/31/85:  $12,028,746 


J 


THE  COMPANY 

• Stockholder  Systems,  Inc.  (SSI),  founded  in  1971,  develops,  markets,  and 
supports  a line  of  financial  application  software  products  for  IBM  and 
compatible  mainframes.  The  company's  principal  products  fall  into  three 
categories:  transfer  agent  and  securityholder  recordkeeping;  electronic  funds 
transfer;  and  vehicle  and  equipment  lease  accounting.  In  May  1985  SSI  also 
introduced  a communications/message  system,  Everybody  Talking.  Clients 
include  banks  and  other  financial  institutions,  utilities,  and  major 
corporations. 

• In  February  1984  SSI  made  an  initial  public  offering  of  600,000  shares  of  Class 
A common  stock.  Proceeds  of  approximately  $4.7  million  were  used  to 
finance  the  buyout  of  certain  royalty  obligations,  to  retire  balances  due  on  a 
$1  million  noninterest-bearing  note,  and  for  short-term  cash  investments 
pending  use  for  general  corporate  purposes. 

• Fiscal  1985  revenue  reached  $12  million,  a 41%  increase  over  fiscal  1984 
revenue  of  $8.5  million.  Net  income  rose  39%  from  $1.4  million  in  fiscal  1984 
to  $2  million  in  fiscal  1985.  A five-year  financial  summary  follows: 
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STOCKHOLDER  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


— -__^___FISCAL  YEAR 

ITEM  ___ 

3/85 

3/84 

3/83 

3/82 

3/81 

Revenue 

$ 12,029 

$ 8,53 1 

$ 6,590 

$ 4,494 

$2,662 

. Percent  increase 
(decrease)  from 
previous  year 

41% 

29% 

47% 

69% 

(4%) 

Income  (loss)  before 
taxes 

5 

3,047 

$ 2,502 

$ 1,707 

$ 684 

$ (314) 

. Percent  increase 
from  previous  year 

22% 

47% 

150% 

318% 

1 53% 

Net  income  (loss) 

$ 

2,009 

$ 1,442 

$ 984 

$ 428 

$ (103) 

. Percent  increase 
(decrease)  from 
previous  year 

39% 

47% 

130% 

5 1 6% 

(132%) 

Earnings  (loss)  per 
share 

$ 

0.56 

$ 0.47 

$ 0.33 

$ 0.14 

$ (0.04) 

. Percent  increase 
(decrease)  from 
previous  year 

19% 

42% 

1 36% 

450% 

Q 

( 1 36%) 

• SSI  management  attributes  the  company's  growth  in  revenue  to  continuing 
acceptance  of  SSI  software  products,  retention  of  customers  on  maintenance 
agreements  as  the  customer  base  has  expanded,  recognition  of  a portion  of 
subscription  fees  for  the  development  of  the  Comprehensive  Securities  System 
II  (CSS  II),  and,  to  a lesser  extent,  price  increases. 

• Net  income  has  grown  due  to  the  increased  revenue  described  above,  invest- 
ment income  from  increasing  cash  balances,  and  relatively  lower  effective 
income  tax  rates. 

Investment  income  was  $781,643  in  fiscal  1985,  compared  to  $376,907 
in  fiscal  1984,  and  $161,359  in  fiscal  1983. 

• Research  and  development  expenditures  were  approximately  $2.7  million  (22% 
of  revenue)  in  fiscal  1985,  $1.3  million  (15%  of  revenue)  in  fiscal  1984,  and 
$0.7  million  (11%  of  revenue)  in  fiscal  1983.  Over  the  last  three  years  the 
company's  increased  commitment  to  software  development  has  resulted  from 
significant  development  efforts  on  its  enhanced  securities  system,  lease 
accounting  system  for  microcomputers,  and  extended  paperless  entry 
processing  system. 
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Revenue  for  the  nine  months  ending  December  31,  1985  was  approximately 
$9.3  million,  a 6%  increase  over  $8.8  million  for  the  same  period  in  1984.  Net 
income  was  $1.4  million,  a 5%  decline  from  $1.5  million  reported  for  the  same 
period  a year  ago.  SSI  management  attributes  decreased  net  income  to 
significant  research  and  development  costs  associated  with  its  new  security- 
holder recordkeeping  (CSS  II)  and  electronic  funds  transfer  (PEP+)  products. 

SSI  is  organized  into  three  divisions  as  follows: 

Securities  Products  Division. 

Electronic  Funds  Transfer  Division. 

Lease  Accounting  Division. 

As  of  March  31,  1985,  SSI  had  92  employees,  segmented  as  follows: 

Marketing/ sales  18 

Software  development/technical 
support  50 

Accounting/administration  24 

92 


The  company  currently  has  approximately  98  employees. 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  96%  of  SSI's  fiscal  1985  revenue  was  derived  from  application 
software  products,  maintenance,  and  associated  support  services.  The 
remaining  4%  of  revenue  was  derived  from  subscription  fees  relating  to  the 
development  of  CSS  II,  an  enhancement  to  SSI's  Corporate  Shareholder  System 
(CSS).  A three-year  summary  of  SSI's  source  of  revenue  follows  ($  thousands): 


FISCAL  YEAR 

ITEM 

3/85 

3/84 

3/83 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

License  and  related 

fees 

$ 8,343 

70% 

$5,861 

69% 

$4,916 

75% 

Maintenance  fees 

3,156 

26 

2,130 

25 

1,491 

23 

Subscription  fees 

530 

4 

540 

/• 

O 

183 

2 

Total 

$ 12,029 

100% 

$8,531 

100% 

$6,590 

100% 

SSI  signed  125  product  contracts  during  fiscal  1985.  Fifty-five  contracts  were 
with  new  customers  ana  70  were  with  existing  customers.  A three-year 
summary  of  source  of  revenue  by  product  line  follows  ($  thousands): 
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\ FISCAL  YEAR 

3/85 

3/84 

3/83 

I 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Securities  transfer 
and  recordkeeping 

$ 5,504 

46% 

$3,938 

46% 

$3,558 

54% 

Electronic  funds 
transfer 

5,065 

42 

2,861 

34 

1,935 

29 

Lease  accounting 

1,460 

12 

1,732 

20 

1,097 

17 

Total 

$ 12,029 

100% 

$8,531 

100% 

$6,590 

1 00% 

• SSI's  application  software  products  are  shown  in  the  exhibit.  The  products  are 
primarily  designed  for  IBM  and  compatible  mainframes  in  CICS  and  IMS 
environments. 

• During  fiscal  1985  SSI  began  development  on  a turnkey  version  of  its  lease 
accounting  system  (ALAS)  for  the  IBM  AT/370  Personal  Computer.  The 
system,  ALAS  PC,  is  scheduled  for  availability  during  1986.  With  ALAS  PC 
SSI  plans  to  increase  its  penetration  into  the  lease  accounting  market  beyond 
organizations  with  mainframe  computers. 

INDUSTRY  MARKETS 


• Approximately  81%  of  SSI's  fiscal  1985  revenue  was  derived  from  the  banking 
and  finance  industry,  7%  from  utilities,  and  the  remaining  12%  from  large 
corporations  in  manufacturing,  insurance,  energy,  transportation,  and  other 
industries. 


• A summary  of  the  number  of  licenses,  by  product  and  industry  served,  as  of 
March  31,  1985,  follows: 


CSS 
and 
CSS  II 

PEP 

and 

PEP+ 

ALAS 

PTT 

CAPS 

Total 

Licenses 

by 

Industry 

Total 

Customers 

Banking  and  finance 

52 

391 

66 

39 

69 

617 

506 

Utilities 

45 

- 

2 

- 

3 

50 

48 

Corporate  and  other 

_65 

_4 

J_4 

_2 

6 

JLL 

_83 

162 

395 

82 

41 

78 

758 

637 



_l 

O 
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EXHIBIT 

STOCKHOLDER  SYSTEMS,  INC. 
APPLICATION  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

YEAR 

INTRODUCED 

LICENSE 

FEE 

NUMBER  OF 
LICENSES 
(as  of  3/31/85) 

SECURI 1 Y TRANSFER  AND  RECORD 
KEEPING  PRODUCTS 

TM  . 

• (SS  (Corporate  Shareholder  System) 

Shareholder  accounting  and  transfer  system 

1971 

$45,000- 

$230,000 

V 1 

• CSS  II  (Comprehensive  Securities  System) 

Enhanced  Version  of  CSS 

1985 

$ 105,000- 
$280,000 

I I EC  1 ronk;  funds  1 kansfer 
PRODUCTS 

TM 

• PI  P (Paperless  Entiy  Processing  System) 

Permits  clients  to  interface  with  (he  Automated 
Clearing  House  to  send  and  receive  electronic 
payments 

1975 

$20,000- 

$80,000 

395 

• PEP  i 

Replacement  product  to  PEP 

1985 

$25,000- 
$ 1 00,000 

• Pll  (PI: P 1 dephone  lellei  System) 

Telephone  bill  paying/lunds  transfer  system 

1978 

$50,000- 

$125,000 

41 

TM 

• ( APS  (Corporate  Automated  Payments 
System) 

Interlace  between  corporate  accounting 
systems  and  financial  institutions  to  control 
and  generate  electronic  debits  and  credits 

1981 

$50,000 

78 

1 EASE.  ACCOUN  1 ING  PRODUCI 

T M 

• ALAS  (Automated  Lease  Accounting 
System) 

Eessor  accounting  system  for  automobile 
and  equipment  leases 

1976 

$50,000- 

$134,000 

82 

Oil  II  R 

• 1 1 (1  vei ) body  1 .liking) 

Electronic  Messaging  System 

1985 

$20,000- 

$30,000 

STOCKHOLDERS  SYSTEMS,  INC. 
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• SSI  currently  has  over  650  customers,  including  72  of  the  100  largest  U.S. 
commercial  banks,  25  of  the  50  largest  utilities  and  46  of  the  1985  Fortune 
500  industrial  companies. 

GEOGRAPHIC  MARKETS 

• Over  99%  of  SSI's  fiscal  1985  revenue  was  derived  from  the  U.S.  The 
remaining  1%  was  derived  from  Canada  and  Australia. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• SSI  has  two  IBM  4361s  OS,  DOS,  CICS,  IMS  installed  at  its  headquarters  for 
research  and  development. 
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STOCKHOLDER  SYSTEMS,  INC. 

1965  North  Park  Place 
Atlanta,  GA  30339 
(404)  952-3387 


Larry  A.  Dean,  President  & 
Chairman 

Private  Corporation 
Total  Employees:  35 
Total  Revenues  Fiscal  Year  End 
3/31/81:  $3,500,000* 


PRINCIPAL  BUSINESS  Stockholder  Systems,  Inc.  (SSI)  was  founded  by  Larry  Dean 
(President  and  major  stockholder)  in  1971  as  an  applications  software  package  vendor. 
The  three  principals  came  from  Management  Science  America  during  its  reorganiza- 
tion in  1971.  The  company  markets  financial  software  packages  and  has  an  installed 
base  of  approximately  500  users. 

SOURCE  OF  REVENUE 

Software  products  100% 

EMPLOYEES 

• The  staff  of  35  are  functionally  divided  as  follows: 


Computer  services 
(programming,  analysis)  21 

Marketing  6 

Operations  6 

Administration  _2 

35 


PRODUCTS  AND  SERVICES 

• All  SSI  revenues  are  generated  by  the  sale  of  five  software  products.  The 
packages  are  Paperless  Entry  Processing  (PEP),  Corporate  Shareholder  System 
(CSS),  Automated  Lease  Accounting  System  (ALAS),  PEP  Telephone  Teller 
(PTT),  and  the  Corporate  Automated  Payments  System  (CAPS). 

• Paperless  Entry  Processing  (PEP)  was  introduced  in  1975  and  is  installed  at 
approximately  300  sites.  It  was  developed  in  partnership  with  the  Trust 
Company  of  Georgia  and  consists  of  nine  modules.  The  PEP  Basic  System 
price  is  $8,500.  Total  price,  with  all  optional  modules,  is  $40,000. 

PEP  is  a general  applications  software  package  providing  interface 
between  bank  customers  and  their  Automated  Clearing  Houses  (ACHs). 
It  manipulates  outgoing  and  incoming  (originating  and  receiving)  data  to 


*INPUT  estimate 


I of  4 

November  1 98 1 

©1981  by  INPUT.  Reproduction  Prohibited. 


INPUT 


STOCKHOLDER  SYSTEMS,  INC. 


achieve  requisite  NACHA  (National  Automated  Clearing  House  Associ- 
ation) bank  or  corporate  formats  for  both  debit  and  credit  items. 

PEP  applications  include  direct  deposit  and  preauthorization  modules. 

PEP  runs  on  IBM  System/360,  System/370,  303X  and  43XX  computers 
under  OS  and  DOS,  as  well  as  Burroughs  mid-sized  systems.  An  NCR 
compatible  package  is  available.  PEP  is  written  in  ANS  COBOL. 

• Corporate  Shareholder  System  (CSS)  was  originally  developed  for  the  Trust 
company  of  Georgia  in  1968.  Trust  Company  of  Georgia  awarded  the 
marketing  rights  to  Programming  Methods,  Inc.  (PMI,  a subsidiary  of  GTE 
Information  Systems)  which  was  subsequently  acquired  by  Informatics.  SSI 
retains  the  rights  for  development  and  maintenance.  The  package  is  now 
marketed  by  Informatics  but  installed,  enhanced,  modified,  and  supported  by 
SSI. 


CSS  is  a batch  or  on-line  processing  software  package  used  to  handle 

stock  transfers  and  shareholder  accounting.  The  batch  system  consists 

of  10  modules  and  90  programs;  the  on-line  system  has  an  additional  20 

programs. 

The  basic  10  modules  are: 

Up-date,  handles  purchase  and  sale  transactions,  file  mainte- 
nance, input  validation,  and  updates. 

. Report  Request,  generates  multiple  reports  per  master  file  pass. 
Reports,  available  in  hard  copy  or  micrographics,  include  stock- 
holder listings  and  analysis. 

. Dividend,  processes  dividend  activity  and  generalized  check 
preparation,  reinvestment,  and  ESOP. 

. Proxy,  generates  generalized  solicitations  with  up  to  35  options 
from  a variety  of  media  including  OCR  and  MICR-readable 
documents. 

. Tax  Report,  generates  generalized  shareholder  tax  reports  and 
IRS-standard  magnetic  tape. 

. Stock  Dividend/Stock  Split,  provides  options  for  Broker-Break 
Down,  Buy/Sell  transactions,  multiple  certificate  formats  and 
tenders. 

. Accumulative  Journal/Deletions,  lists  account  transactions. 

. Backup,  provides  audit  trail  and  file  control  with  hard  copy 
records. 

. Administrative,  provides  a master  file  print,  record  date 
recovery  and  total  history  micromation  reports. 

. Audit-Master  Files,  samples  transactions  and  control  reports  for 
every  module. 

CSS  is  used  by  approximately  130  corporations  and  banks. 

The  basic  system  sells  for  $42,500. 
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• Automated  Lease  Accounting  System  (ALAS),  introduced  in  1977,  has  36 
installations  and  is  priced  at  $37,500.  It  is  used  by  leasing  companies  and/or 
divisions  for  processing  lease  billing,  receivables,  tax  reporting,  forecasting 
and  general  ledger  reporting.  ALAS  is  written  in  ANS-COBOL  and  runs  on  IBM 
DOS  or  OS  and  Burroughs  computers.  Sixty-two  user  optional  reports  can  be 
generated  through  the  system,  including: 

Lease  analysis. 

Payoff  quotation  and  rebate  calculation. 

Cash  receipt  and  billing  distribution. 

Credit  analysis. 

Correspondent  and  vendor  processing. 

Sales  volume  recap  and  commission. 

Daily  and  month  end  trial  balances. 

Earnings  projections  (78s,  straight  line,  interest  method). 

Federal,  state,  and  local  tax  analysis. 

• PEP  Telephone  Teller  (PTT),  introduced  by  SSI  in  June  1978,  is  a telephone  bill 
payment  system  for  use  by  financial  institutions.  Development  of  PTT  was 
jointly  funded  by  SSI  and  nine  financial  institutions.  PTT  is  installed  at  35 
institutions.  Price  of  the  package  ranges  from  $40,000  to  $75,000  depending 
on  the  audio  response  option  or  system  monitor  selected. 

PTT  complements  PEP  but  can  run  with  other  equivalent  ACH  systems. 
Software  is  written  in  ANS-COBOL  for  IBM  OS  and  DOS  operating 
systems. 

The  basic  function  of  PTT  is  to  enable  banking  customers  to  pay  bills 
and  transfer  funds  through  home  telephones. 

. The  system  processes  transactions  in  video,  audio,  and  batch 
modes  to  accommodate  customers  with  push  button  telephones, 
rotary  dial  telephones,  a home  terminal  of  any  kind,  or  those  who 
desire  to  authorize  payments  by  mail.  Banking  via  terminal  is 
another  PTT  application  option. 

. In  addition  to  paying  merchants,  customers  may  use  PTT  to 
transfer  funds  between  their  internal  bank  accounts,  to  pre- 
authorize recurring  payments  and  transfers,  and  to  verify  their 
available  balance. 

. PTT  software  has  further  potential  for  cash  management. 

SSI  plans  to  market  PTT  to  institutions  involved  in  any  funds  transfer 
application. 

PTT  software  is  in  use  as  a Money  Market  transfer  system  and  as  the 
processing  software  for  many  Home  Banking  Services. 
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• Corporate  Automated  Payments  System  (CAPS),  SSI's  newest  product,  will  be 
available  in  early  1982.  It  is  an  interface  between  financial  application 
systems  and  the  Electronic  Funds  Transfer  (EFT)  network.  The  basic  CAPS 
package  is  priced  at  $30,000  and  includes  on-line,  real-time  data  base  control 
and  access,  and  batch  processing. 

CAPS  enhances  and  reformats  debit  and  credit  transactions  for  trans- 
missions through  the  EFT  networks  using  ACH  standards. 

CAPS  provides  posting  information  where  required  and  can  generate 
offset  transactions  for  accounts  affected  by  a processed  application. 

Although  designed  to  allow  corporations  an  automated  interface  to 
commercial  banks,  CAPS  can  be  used  internally  at  financial  institutions 
to  process  multiple  corporations,  and  the  institution's  applications  as 
well  as  provide  the  institution  with  an  on-line,  real-time  control  of  its 
internal  funds  transfers. 

• SSI  plans  to  expand  the  receiving  capabilities  of  CAPS,  creating  a centralized, 
cash  management  bridge,  to  assist  in  the  control  and  reporting  of  funds 
movement. 

INDUSTRY  MARKETS 

• Approximately  400  of  SSI's  500  customers  are  financial  institutions.  The  rest 
are  corporations  and  independent  leasing  companies. 

GEOGRAPHIC  MARKETS 

• SSI's  customers  are  distributed  over  the  United  States  with  a few  customers  in 
Canada. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• SSI  owns  an  IBM  4331  which  is  dedicated  to  software  development. 
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STOCKHOLDER  SYSTEMS,  INC. 

P.O.  Box  4 1 32 1 
Atlanta,  GA  30331 
(404) 768-2979 


Larry  A.  Dean,  President  & 
Chairman 

Private  Corporation 
Total  Employees:  23 
Total  Revenues,  Fiscal  Year 
End  3/31/79:  $2,000,000 


THE  COMPANY 

• Stockholder  Systems,  Inc.  (SSI)  was  founded  by  Larry  Dean  (President  and 
major  stockholder)  in  1971  as  an  applications  software  package  vendor.  The 
three  major  stockholders  came  from  Management  Science  America  during  its 
reorganization  in  1971.  The  company  markets  four  software  packages  which 
have  been  installed  in  approximately  375  locations. 

• The  staff  of  23  are  functionally  divided  as  follows: 


SSI  concentrates  its  marketing  efforts  to  financial  institutions. 

Major  competition  comes  from  Financial  Industry  Systems  and  Bradford 
National. 


KEY  PRODUCTS  AND  SERVICES 

• All  SSI  revenues  are  generated  by  the  sale  of  four  packaged  software  products. 
The  packages  are  Paperless  Entry  Processing  (PEP),  Corporate  Shareholder 
System  (CSS),  Automated  Lease  Accounting  System  (ALAS),  and  SSI's  latest 
offering  PEP  Telephone  Teller  (PTT). 

• Paperless  Entry  Processing  (PEP)  was  introduced  in  1975  and  is  installed  at 
approximately  225  sites.  It  was  developed  in  partnership  with  the  Trust 
Company  of  Georgia  and  is  composed  of  6 modules.  Most  users  purchase  the 
total  system  for  $14,500  including  one  year  of  maintenance. 


Computer  Services 
(programming,  analysis) 
Marketing 
Operations 
Administration 
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PEP  is  designed  as  a general  applications  software  package  providing 
interface  between  bank  customers  and  their  Automated  Clearinghouses 
(ACHs).  It  manipulates  outgoing  and  incoming  (originating  and 
receiving)  data  to  achieve  requisite  NACHA  (National  Automated 
Clearinghouse  Association)  bank  or  corporate  formats  for  both  debit 
and  credit  items. 

PEP  applications  include  direct  deposit  and  preauthorization  modules. 
PEP  runs  on  IBM  System/360  and  System/370  computers  under  OS  and 
DOS  as  well  as  Burroughs  B3700  and  B4700  computers.  NCR  and 
Honeywell  compatible  packages  are  also  available.  PEP  is  written  in 
ANS  COBOL. 

Corporate  Shareholder  System  (CSS)  was  originally  developed  for  the  Trust 
Company  of  Georgia  in  1969.  Trust  Company  of  Georgia  awarded  the 
marketing  rights  to  Programming  Methods,  Inc.  (PMI,  a subsidiary  of  GTE 
Information  Systems)  which  was  subsequently  acquired  by  Informatics.  SSI 
personnel  retained  rights  to  development  and  maintenance.  The  package  is 
now  marketed  by  Informatics  but  installed,  enhanced,  modified,  and  supported 
by  SSI. 


CSS  is  a batch  or  on-line  processing  software  package  used  to  handle 

stock  transfers  and  shareholder  accounting.  The  batch  system  consists 

of  eight  modules  and  75  programs;  the  on-line  system  has  an  additional 

20  programs. 

The  basic  eight  modules  are: 

. Up-date— handling  purchase  and  sale  transactions,  file  mainte- 
nance, input  validation,  and  updates. 

. Report  Request— capable  of  generating  multiple  reports  per 
master  file  pass.  Reports,  available  in  hard  copy  or  micro- 
graphics, include  stockholder  listings  and  analysis. 

. Dividend— processing  dividend  activity  and  check  preparation, 
reinvestment,  and  ESOP. 

. Proxy— generating  solicitations  from  a variety  of  media  including 

OCR  and  MICR-readable  documents. 

. Tax  Report— generating  shareholder  tax  reports  and  IRS-standard 
magnetic  tape. 

. Stock  Dividend/Stock  Split. 

Accumlative  Journal/Deletions— listing  account  transactions. 

. Backup— providing  audit  trail  and  file  control  with  hard  copy 
records. 

CSS  is  used  by  approximately  I 10  corporations  and  banks. 

The  basic  system  sells  for  $35,000. 
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Automated  Lease  Accounting  System  (ALAS),  introduced  in  January,  1977,  has 
19  installations  and  is  priced  at  $25,000.  It  provides  flexible  billing  methods, 
applies  late  charges  and  produces  past-due  notices,  asset  depreciation 
(A.D.R.),  general  ledger  interface,  I.T.C.  amortization,  multi-equipment  and 
auto  processing  by  multiple  company  and  branch,  billing  and  reporting  of 
supplemental  charges,  extension,  suspension,  termination  and  renewal 
accounting,  extensive  account  receivable  and  credit  reporting  and  extensive 
lease  conversion  procedures.  ALAS  is  written  in  ANS-COBOL  and  runs  on 
IBM  DOS  or  OS  and  Burroughs  computers.  Sixty-two  user  optional  reports  can 
be  generated  through  the  system,  including: 

Lease  Analysis. 

Payoff  quotation  and  rebate  calculation. 

Cash  receipt  and  billing  distribution. 

Credit  Analysis. 

Correspondent  and  vendor  processing. 

Sales  volume  recap  and  commission. 

Daily  and  month  end  trial  balances. 

Earnings  projections  (78's,  straight  line,  interest  method). 

Federal,  state,  and  local  tax  analysis. 

PEP  Telephone  Teller  (PTT),  introduced  by  SSI  in  June  1978,  is  a telephone  bill 
payment  system  for  use  by  financial  institutions.  Development  of  PTT  was 
jointly  funded  by  SSI  and  nine  financial  institutions.  PTT  is  currently  installed 
at  20  institutions.  Price  of  the  package  ranges  from  $35,000  - $45,000, 
depending  on  whether  the  audio  response  option  is  selected. 

PTT  compliments  PEP  but  many  run  with  other  equivalent  ACH 
Systems.  Software  is  written  in  ANS-COBOL  for  IBM  OS  and  DOS 
operating  systems.  A version  which  will  operate  on  a medium-sized 
Burroughs  System  will  be  available  in  the  near  future. 

The  basic  function  of  PTT  is  to  enable  banking  customers  to  pay  bills 
and  transfer  funds  through  home  telephones. 

. The  system  processes  transactions  in  video,  audio,  and  batch 
modes  to  accomodate  customers  with  rotary  telephones  or  push- 
button telephones,  or  those  who  desire  to  authorize  payments  by 
mail. 

. In  addition  to  paying  merchants,  customers  may  use  PTT  to 
transfer  funds  between  their  internal  bank  accounts,  to 
preauthorize  recurring  payments  and  transfers,  and  to  verify 
their  available  balance. 

SSI  plans  to  concentrate  marketing  efforts  of  PTT  to  commercial  banks, 
savings  and  loan  institutions,  and  credit  unions. 

Major  competitors  to  SSI's  PTT  product  are  IBM,  Telephone  Computing 
Service  and  Financial  Industry  Systems. 
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APPLICATIONS  All  SSI  products  are  industry-specialized. 


INDUSTRY  MARKETS  Approximately  300  of  SSI's  375  customers  are  financial  insti- 
tutions. The  rest  are  corporations  and  independent  leasing  companies. 


GEOGRAPHIC  MARKETS  SSI's  customers  are  distributed  over  the  United  States 
and  a few  customers  are  in  Canada. 


COMPUTER  HARDWARE  AND  SOFTWARE  SSI  uses  the  Trust  Company  of  Georgia 
data  center  for  its  testing  and  development. 
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STOCKHOLDER  SYSTEMS,  INC. 
P.O.  Box  41321 
Atlanta,  GA  30331 
(404)  768-2979 


Larry  A.  Dean,  President  & 
Chairman 

Private  corporation 
Total  employees:  20 

Total  revenues,  fiscal  year 
end  3/31/77:  $1,800,000 


THE  COMPANY 


• Stockholder  Systems,  Inc.  (SSI)  was  founded  by  Larry  Dean  (President 
and  major  stockholder)  in  1971  as  an  applications  software  package 
vendor.  The  three  major  stockholders  came  from  Management  Science 
America  during  its  reorganization  in  1971.  The  company  now  has  three 
software  packages  installed  at  approximately  260  locations. 

• The  staff  of  20  is  functionally  divided  as  follows: 


Computer  Services  14 

(programming,  analysis) 

- Marketing  2 

- Operations  2 

- Administration  2 


• Major  competition  comes  from  Financial  Industry  Systems  and  Bradford 
National . 


KEY  PRODUCTS  AND  SERVICES 


• All  SSI  revenues  are  generated  by  the  sale  of  three  packaged  software 
products.  The  packages  are  PEP  (Paperless  Entry  Processing),  CSS 
(Corporate  Shareholder  System) , and  ALAS  (Automated  Lease  Accounting 
System) . 

• PEP  was  introduced  in  1975  and  is  installed  at  approximately  200 
sites.  It  was  developed  in  partnership  with  the  Trust  Company  of 
Georgia  and  is  composed  of  6 modules.  Most  users  purchase  the  total 
system  for  $14,500  including  one  year  of  maintenance.  An  additional 
$1,000  buys  five  days  of  installation  support. 

PEP  is  designed  as  a general  applications  software  package  pro- 
viding interface  between  bank  customers  and  their  Automated 
Clearing  Houses  (ACHs) . It  manipulates  outgoing  and  incoming 
(originating  and  receiving)  data  to  achieve  requisite  NACHA 
(National  Automated  Clearing  House  Association) , bank,  or  cor- 
porate formats  for  both  debit  and  credit  items. 
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- PEP  applications  include  direct  deposit  and  preauthorization 
modules . 

- PEP  runs  on  IBM  System/360  and  System/370  computers  under  OS  and 
DOS  as  well  as  Burroughs  B3700  and  B4700  computers.  NCR  and 
Honeywell  compatible  packages  are  also  available.  PEP  is  written 
in  ANS  COBOL. 

• CSS  was  originally  developed  for  the  Trust  Company  of  Georgia  in 
1969.  Trust  Company  of  Georgia  awarded  the  marketing  rights  to 
Programming  Methods,  Inc.  (PMI,  a subsidiary  of  GTE  Information 
Systems)  which  was  subsequently  acquired  by  Informatics.  SSI  per- 
sonnel retained  rights  to  development  and  maintenance.  The  package 
is  now  marketed  by  Informatics  but  installed,  enhanced,  modified,  and 
supported  by  SSI. 

- CSS  is  a batch  or  on-line  processing  software  package  used  to 
handle  stock  transfers  and  shareholder  accounting.  The  batch 
system  consists  of  eight  modules  and  75  programs;  the  on-line 
system  has  an  additional  20  programs. 

The  basic  eight  modules  are: 

. Update — handling  purchase  and  sale  transactions,  file  mainte- 
nance, input  validation,  and  updates. 

. Report  Request — capable  of  generating  multiple  reports  per 
master  file  pass.  Reports,  available  in  hard  copy  or  micro- 
graphics, include  stockholder  listings  and  analysis. 

. Dividend — processing  dividend  activity  and  check  preparation, 
and  reinvestment  and  ESOP. 

. Proxy — generating  solicitations  from  a variety  of  media  in- 
cluding OCR  and  MICR-readable  documents. 

. Tax  Report — generating  shareholder  tax  reports  and  IRS- 
standard  magnetic  tape. 

. Stock  Dividend/Stock  Split. 

. Accumulative  Journal/Deletions — listing  account  transactions. 

. Backup — providing  audit  trail  and  file  control  with  hard  copy 
records . 

- CSS  is  used  by  approximately  110  corporations  and  banks. 

- The  basic  system  sells  for  $35,000. 

• ALAS,  introduced  in  January,  1977,  has  5 installations  and  is  priced 
at  $25,000.  It  provides  flexible  billing  methods,  applies  late 
charges  and  produces  past-due  notices,  asset  depreciation  (A.D.R.), 
general  ledger  interface,  I.T.C.  amortization,  multi-equipment  and 
auto  processing  by  multiple  company  and  branch,  billing  and  reporting 
of  supplemental  charges,  extension,  suspension,  termination  and 
renewal  accounting,  extensive  account  receivable  and  credit  report- 
ing and  extensive  lease  conversion  procedures.  Sixty-two  user 
optional  reports  can  be  generated  through  the  system,  including: 
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- Lease  Analysis 

- Payoff  quotation  and  rebate  calculation 
Cash  receipt  and  billing  distribution 

- Credit  Analysis 

- Correspondent  and  vendor  processing 
Sales  volume  recap  and  commission 
Daily  and  month  end  trial  balances 

- Earnings  projections  (78' s,  straight  line,  interest  method) 

- Federal,  state,  and  local  tax  analysis 


APPLICATIONS  All  SSI  products  are  applications-  or  industry-specialized. 

INDUSTRY  MARKETS  Approximately  two- thirds  of  SSI's  270  customers  are 
banks.  The  rest  are  corporations  and  independent  leasing  companies. 


GEOGRAPHIC  MARKETS  SSI's  customers  are  all  over  the  United  States  and  a 
couple  are  in  Canada. 


COMPUTER  HARDWARE  AND  SOFTWARE  SSI  uses  the  Trust  Company  of  Georgia  data 
center  for  its  testing  and  development. 
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COMPANY  PROFILE 


STONEHOUSE  & COMPANY 

4100  Spring  Valley  Road 
Suite  400 
Dallas,  TX  75244 
(214)  960-1566 


Marshall  Roberts,  President 
Privately  Held  Corporation 
Total  Employees:  47 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  +$5,000,000 


The  Company 


Stonehouse  & Company,  founded  in  1978,  developed,  markets,  and 
supports  the  MONIES  (Management  of  Network  Income,  Expense 
and  Services)  communications  management  system. 

• MONIES  is  available  to  clients  as  a software  product,  a turnkey 
system,  a processing  service,  or  on  a systems  operations  (facilities 
management)  basis. 

• Stonehouse  is  an  IBM  Business  Partner  Industry  Remarketer  and 
also  has  a supply  agreement  with  Northern  Telecom  which  allows 
both  companies  to  provide  total  telecommunications  network 
solutions. 

Stonehouse's  1990  revenue  is  estimated  at  over  $5  million, 
compared  to  $4.1  million  in  1989. 

Stonehouse's  primary  competitor  is  Westinghouse  Communications. 


Key  Products  and  Stonehouse's  revenue  is  derived  from  turnkey  systems,  software 
Services  product  sales,  and  from  processing  and  systems  operations  services. 

MONIES  is  a total  communications  management  system  available 
for  IBM  mainframes  under  MVS  or  VSE,  IBM's  9370,  IBM  PCs, 
both  single-user  and  LAN  versions. 

■ MONIES  supports  the  following  modular  applications: 

- Order  Processing 

- Inventory  and  Cable  Management 

- Billing  and  Vendor  Invoice  Reconciliation 

- Network  Analysis 

- Trouble  Tracking 

- Directory 
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. Optional  MONIES  features  include  Security,  Multi-Company 
Capability,  Change  Audit  Logging,  the  Alarm  Monitor  System, 
the  PC  Poller,  Bulk  Warehouse  Management,  and  the  Electronic 
Communications  Facility. 

• MONIES  is  currently  used  by  over  65  clients  worldwide  and 
monitors  over  250  switches. 

Industry  Markets 

Stonehouse  has  clients  in  a variety  of  industries,  including  banking, 
communications,  consumer  services,  education,  energy,  government, 
manufacturing,  and  public  utilities.  Clients  are  generally  Fortune 
1000  or  other  large  corporations  with  extensive  telecommunications 
requirements. 

Clients,  by  industry,  include  the  following: 

• Banking:  Wachovia  Bank  & Trust  Company,  Goldome  Federal 
Savings,  Seafirst  Bank,  Fleet/Norstar  Services  Corporation, 
Bankers  Trust,  and  Wells  Fargo  Bank 

• Education:  Harvard  University,  Ohio  State  University, 

University  of  Illinois,  University  of  Maryland,  and  University  of 
Texas  Southwestern  Medical  Center 

• Energy/public  utilities:  AMOCO,  Bechtel  Power,  Consumers 
Power,  Public  Service  Electric  & Gas  - New  Jersey,  Texas 
Utilities,  and  Houston  Light  & Power 

• Manufacturing:  Motorola,  Northern  Telecom,  RJ  Reynolds 
Tobacco  Company,  Syntex  USA,  and  Dow  Chemical  USA 

• State  and  federal  government:  Alabama,  Arkansas,  Illinois, 
Louisiana,  Utah,  Washington,  the  Library  of  Congress,  the  U.S. 
House  of  Representatives,  and  the  Internal  Revenue  Service 

Geographic 

Markets 

The  majority  of  Stonehouse's  1990  revenue  was  derived  from  the 
U.S  and  Canada,  with  additional  customers  in  Japan  and  Australia. 

In  addition  to  its  headquarters  in  Dallas,  Stonehouse  has  offices  in 
Reston  (VA)  and  San  Francisco  (CA).  The  company  also  has 
distributors  in  Hong  Kong  and  Australia. 

Computer 

Hardware 

In  support  of  its  MONIES  processing  services,  Stonehouse  has  an 
IBM  9370  installed  in  Dallas. 
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COMPANY  PROFILE 


STONEHOUSE  & COMPANY 

4100  Spring  Valley  Road 
Suite  400 
Dallas,  TX  75244 
(214)  960-1566 


Marshall  Roberts,  President 
Private  Company 
Total  Employees:  42 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $4,100,000 


The  Company 


Stonehouse  & Company,  founded  in  1978,  developed,  markets, 
and  supports  the  MONIES  (Management  of  Network  Income, 
Expense  and  Services)  communications  management  system. 

• MONIES  supports  voice  and  data  network  management  and  is 
used  by  clients  in  various  industries,  including  banking, 
communications,  consumer  services,  education,  energy, 
government,  manufacturing,  and  public  utilities. 

• MONIES  is  available  to  clients  as  a software  product,  a turnkey 
system,  a processing  service,  or  on  a systems  operations 
(facilities  management)  basis. 

• Stonehouse  is  an  IBM  Business  Partner  Industry  Remarketer 
and  a Northern  Telecom  OEM. 

INPUT  estimates  Stonehouse's  1989  revenue  reached  $4.1  million, 
a 66%  increase  over  1988  revenue  of  $2.5  million. 

Stonehouse's  primary  competitor  is  Westinghouse. 


Key  Products  and  Approximately  55%  of  1989  revenue  was  derived  from  turnkey 
Services  systems,  30%  from  software  products,  and  15%  from  processing 

and  systems  operations  services. 

MONIES  ii  a total  communications  management  system  available 
for  IBM  mainframes  under  MVS  or  VSE,  IBM's  9370,  and 
Tandem  CLXs  under  Guardian. 

• MONIES  supports  the  following  modular  applications: 

Order  processing 

- Inventory  and  cable  management 

- Billing  and  vendor  invoice  reconciliation 

- Network  analysis 
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Industry  Markets 


Geographic 

Markets 


Computer 

Hardware 


- Trouble  tracking 

- Directory 

• MONIES  is  currently  used  by  over  50  clients  nationwide. 


Stonehouse  has  clients  in  a range  of  industries.  Clients  are 

generally  Fortune  1000  or  other  large  corporations  with  extensive 

telecommunications  requirements. 

Clients,  by  industry,  include  the  following: 

• Banking:  First  Wachovia  Corp.,  Goldome  Federal  Savings, 
Imperial  Corporation  of  America,  Seafirst,  United  Bank  and 
Trust,  and  Wells  Fargo 

• Education:  Harvard  University,  Ohio  State,  University  of 
Illinois,  University  of  Maryland,  and  University  of  Texas 
Southwestern  Medical  Center 

• Energy/public  utilities:  Amoco,  Bechtel  Power,  Consumers 
Power,  Public  Service  Electric  & Gas  - New  Jersey,  Texas 
Utilities,  and  Houston  Light  & Power 

• Manufacturing:  Motorola,  Northern  Telecom,  RJR  Nabisco, 
and  Syntex 

• State  government:  Alabama,  Arkansas,  Illinois,  Louisiana, 
Utah,  and  Washington 

• Federal  government:  Internal  Revenue  Service,  the  U.S.  House 
of  Representatives,  and  the  Library  of  Congress 


Approximately  90%  of  Stonehouse's  1989  revenue  was  derived 
from  the  U.S.  and  10%  from  Canada. 

In  addition  to  its  headquarters  in  Dallas,  the  company  has  an 
office  in  Reston  (Vi  ). 


In  support  of  its  MONIES  processing  services,  Stonehouse  has  an 
IBM  9370  installed  in  Dallas. 
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Cross  Industry:  Telecommunications 


Stonehouse  and  Company,  Inc. 

4100  Spring  Valley  Road 
Suite  400 
Dallas,  TX  75244 
(214)  960-1566 

CEO:  Marshall  Roberts,  President 
Private  Company 
Founded:  1975 

Employees:  20 

Revenue  (FYE  12/31/85):  $1.6  million* 


The  Company:  Stonehouse  and  Company  provides  software  and  professional  services 
primarily  to  large  corporate  telecommunications  users 

Sources  of  Revenue: 

Application  Software  (75%) 

Professional  Services  (25%) 

Key  Products  and  Services: 

- Application  Software  Products  (Utilizes  IBM  mainframes  under  MVS  or  DOS/VSE 
operating  systems) 

• MONIES  (Management  of  Network  Income,  Expense  & Services),  a telecom- 
munications management  system 

Modules  available  include: 

. Order  Entry /Processing 
. Inventory 
. Billing 

. Network  Analysis/Management 
. Corporate  Information  Directory 
. Availability  Management 
- Trouble  Tracking 

• Also  available  through  MTech's  and  Information  Group's  processing  services 

Professional  Services 

• Custom  software  development 

• Consulting 

- Turnkey  Systems  (Utilizes  IBM  mainframe  systems) 

• Introduced  telephone  call  detail  collection  and  polling  turnkey  systems  for 
commercial  sale  in  1986 


* INPUT  estimate 
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Target  Industries: 

Any  large  telecommunications  user  or  large  corporation  with  high  telecommuni- 
cations bills 

Geographic  Markets: 

- U.S.  (100%) 
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STRATEGIC  INFORMATION 

80  Blanchard  Road 
Burlington,  MA  01  803 
(617)  273-5500 


Richard  Kaylor,  President 
Division  of  Ziff-Davis 
Publishing  Company 
Total  Employees:  380 
Total  Revenue,  Fiscal  Year  End 
7/31/82:  $22,500,000* 

Total  Computer  Services  Revenue: 
$15,000,000* 


THE  COMPANY 

• Strategic  Information  (SI)  was  founded  in  1979  as  a division  of  Ziff-Davis 
Publishing  Company,  one  of  the  largest  privately  held  publishing  firms  in  the 
United  States.  Strategic  Information  serves  several  vertical  markets  with 
economic  and  financial  management  tools  and  consulting.  Applications  and 
data  bases  are  available  on  a remote  computing  basis  and  are  sold  as  software 
products  or  turnkey  systems. 

• As  of  November  1982  the  company  had  five  divisions,  organized  by  product 
line. 

The  Banking  Group  serves  the  banking  industry  with  management  and 
financial  planning  software. 

The  Energy  Group  supplies  utilities  with  software  for  monitoring  energy 
consumption  by  consumers. 

The  Investment  Group  offers  applications  for  investment  research  and 
portfolio  management. 

The  Computer  Services  Group  provides  professional  services,  remote 
computing  services,  and  software  utilities  for  Digital  Equipment  VAX 
computers  to  commercial  and  government  clients. 

Wharton  Econometric  creates  models  of  international  economies  and 
forecasts  trends. 

. In  May  1982  Ziff-Davis  announced  its  intention  to  sell  Wharton 
to  Compagnie  Internationale  de  Services  en  Informatique  (C IS I) 
of  France.  As  of  the  end  of  November  1982  the  sale  had  not 
been  finalized. 

. The  sale  of  Wharton  was  prompted  by  financial  losses  and 
technical  problems  associated  with  implementing  alternate 

*INPUT  estimate 
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delivery  modes  and  developing  new  products.  Cumulative  losses 
associated  with  Wharton  are  estimated  to  be  several  million 
dollars. 

• Strategic  Informations'  annualized  revenue  will  be  about  $15  million  after  the 
sale  of  Wharton. 

• Closely  affiliated  with  Strategic  Information  is  Barr  Rosenberg  Associates 
(BARRA),  acquired  by  Ziff-Davis  in  1981.  Based  in  Berkeley,  California, 
BARRA  provides  investment  evaluation  software  to  the  investment  com- 
munity. 

• As  of  July  1982  the  company  had  approximately  380  employees.  In  anticipa- 
tion of  finalizing  the  sale  of  Wharton  Econometric  to  CISI,  SI  has  restated  its 
employee  number  to  exclude  the  200  plus  Wharton  employees.  As  of  October 
1982  Si's  142  employees  were  segmented  as  follows: 


Management 

4 

Finance  and  administration 

21 

Marketing/sales 
Product  groups 

17 

Banking 

18 

Energy 

8 

Investment 

15 

Computer  Services  Group 

10 

Barr  Rosenberg  Associates 

13 

Data  Center 

36 

142 


• Major  competitors  are  listed  by  division. 

Banking  Groip:  CAPEX,  Olson  Research,  and  Remote  Computing 

Corporation. 

Energy  Group:  General  Electric  Information  Services  (GEISCO)  and 

Boeing  Computer  Services. 

Investment  Group:  Interactive  Data  Corporation /Chase  Econometrics, 
Automatic  Data  Processing,  CompuServe,  and  Data  Resources. 

BARRA:  Wilshire  Associates  and  Gifford  Fong  Associates. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  about  65%  of  Strategic  Information's  fiscal  1982  revenue 
came  from  computer  services.  Thirty-five  percent  is  contributed  by  other 
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services,  primarily  management  consulting,  economic  forecasting,  and  market 
research.  Computer  services  revenue  is  estimated  as  follows: 


Processing  services 

60% 

Software  products 

30 

Turnkey  systems 

10 

100% 

• The  Banking  Group  aids  banking  institutions  in  strategic  and  financial  planning 
with  two  applications  software  products. 

TABS  (The  Analytical  Banking  Service)  is  a system  for  financial 
planning,  featuring  color  graphics  display  and  output.  Capabilities 
include: 

. Monthly  forecasts  of  earnings. 

. Annual  budgeting  and  reporting. 

. Medium-  and  long-term  business  projections. 

. Reports  on  interest  sensitivity  and  maturity  analysis. 

. Evaluation  of  investment  strategy  and  performance  under  alter- 

native economic  conditions. 

. Competitive  analysis. 

TAB_M  is  an  asset/liability  management  and  simulation  package.  It 
allows  quick  evaluation  of  asset/liability  strategies.  The  package  can: 

. Report  maturities  in  up  to  50  maturity  ranges,  which  are  user- 
defined. 

. Track  the  funding  gap:  daily,  weekly,  and  monthly. 

. Evaluate  the  risk/return  trade-off  of  alternative  balance  sheet 
strategies. 

. Manage  asset/liability  matches  and  mismatches. 

TABS  and  TAB_M  are  provided  to  institutions  through  Si's  service 
bureau.  The  annual  subscription  fee  is  $6,000  for  TABS  and  $15,000  for 
TAB_M.  Additional  fees  are  charged  for  remote  access. 

The  applications  are  also  supplied  to  clients  as  turnkey  systems  or 
software  products.  Software  runs  on  DEC  VAX  or  modified  PDP-I  1/23 
minicomputers. 

. Perpetual  and  annual  license  fees  are: 

Perpetual  Annual 

TABS  $ 55,000  $20,000 

TAB_M  $ 85,000  $35,000 

TABS  and  TAB_M  $110, 000  $40,000 
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. A microcomputer  version  of  TABS,  running  on  any  Motorola 
68000-based  microprocessor,  will  be  available  in  late  1982.  An 
implementation  of  TAB_M  for  IBM  mainframes  is  also  being 
developed. 

. The  Banking  Group  expects  turnkey  and  software  products  to 
contribute  a larger  portion  of  future  revenues.  The  VAX-730, 
recently  introduced  by  DEC,  will  significantly  lower  the  cost  to 
customers  of  the  standalone  versions. 

• The  Energy  Group  supplies  public  utility  companies  with  automated  energy 
auditing  systems  and  program  tracking  and  management  information  tools. 

Applications  provided  are: 

. The  Residential  Energy  Audit  System  monitors  energy  use  by 
residential  customers.  Users  include  the  Pennsylvania  Power  and 
Light  Company,  and  Mass-Save,  Inc.,  a consortium  of  51  electric 
and  gas  companies  in  Massachusetts. 

. The  Commercial/Industrial/Multi-Family  Audit  System  produces 
energy  audit  reports  for  commercial  and  industrial  users,  as  well 
as  residential  customers  who  live  in  multifamily  dwellings. 
Clients  include  Northeast  Utilities  in  Connecticut  and  Mass- 
Save,  Inc. 

. The  Energy  Data  Management  and  Reporting  System  supports 
program  tracking  and  management  reporting  required  by  a 
variety  of  energy -related  programs. 

Energy  group  software  runs  on  DEC  VAX-1 1 /750s  and  is  available  on 
Si's  service  bureau  in  either  batch  or  interactive  modes.  Fully 
configured  machines  can  be  maintained  at  the  client  site  and  networked 
to  Si's  host  computers. 

• The  Investment  Group  provides  turnkey  systems  for  investment  research  and 
portfolio  management.  Applications  include  data  base  management  tools,  a 
query  language,  and  a report  generator  as  well  as  front-end  and  application- 
building modules.  The  software  is  designed  specifically  for  money  managers 
and  brokers. 

Based  on  DEC  VAX  series  minicomputers,  integrated  systems  range  in 
price  from  $100,000  to  $1  million  and  include  software  customization. 
Larger  systems  include  distributed  processing  capabilities. 

The  Investment  Group  offers  its  software  and  proprietary  data  bases  on 
remote  processing,  turnkey,  and  distributed  bases. 
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• Barr  Rosenberg  Associates  provides  five  investment  evaluation  software 
products  on  an  annual  subscription  basis  plus  an  additional  fee  for  timesharing. 

Fundamental  Risk  Measurement  Service  (FRMS)  analyzes  the  risk  in  a 
portfolio  of  equity-like  assets  (most  often  stocks).  The  product  is  based 
on  a risk  model  for  common  stocks  developed  by  the  firm.  The  annual 
subscription  fee  for  FRMS  is  $16,000. 

Conditional  Forecasting  Service  (CFS)  is  a performance,  attribution, 
and  analysis  system.  It  looks  at  the  influence  of  management  style  on 
portfolio  performance.  CFS  is  priced  at  $16,000  per  year. 

Multiple  Money  Manager  Analysis  (MULMAN)  examines  pension  or 
endowment  funds  that  are  managed  by  several  different  firms.  It 
analyzes  the  correlations  between  management  styles  and  how  each 
affects  the  risk  of  the  fund.  The  subscription  fee  for  MULMAN  is 
$7,000  per  client,  with  a $14,000  minimum. 

Bond  Valuation  Service  (BVS),  priced  at  $24,000  per  year,  has  the 
following  components: 

. Bond  pricing  model  computes  the  term  structure  of  interest  rate, 
and  from  this  generates  theoretical  bond  prices. 

. Current  risk  analysis. 

. Performance,  attribution,  and  analysis. 

. Optimization  software  for  constructing  specialized  bond  port- 

folios; for  example,  dedicated  bond  funds. 

Options  Service  offers  an  options  evaluation  model  and  an  options  risk 
measurement  service  and  is  priced  at  $2,500  to  $25,000  per  year,  based 
on  list  features  employed. 

Barr  Rosenburg  also  offers  its  software  on  Interactive  Data  Corpora- 
tion's processing  network. 

• The  Computer  Services  Group  market  professional  services,  remote  comput- 
ing, and  some  software  utility  products  to  commercial  and  government  clients. 

• Strategic  Information  is  a DEC  OEM  and  a test  site  for  the  VAX-1 1/782, 
Digital's  new  attached  processor  system.  SI  plans  to  install  VAX-1  I /750s  at 
some  customer  sites.  These  distributed  systems  will  be  linked  to  the  11/782, 
enabling  customers  to  access  the  central  processor  for  extra  processing  power. 

• Wharton  Econometric  Forecasting  Associates  develops  short-  and  long-range 
models  of  the  U.S.  and  world  economies.  General  forecasts  are  produced  as 
well  as  studies  on  specific  segments  of  an  economy.  Data  is  supplied  on-line 
or  in  publication  form.  Management  consulting  and  market  research  are  major 
portions  of  Wharton's  business. 
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The  Wharton  Timesharing  Service  offers  access  to  data  bases  covering 
regional,  national,  and  international  economic  activity.  Applications 
are  available  which  allow  manipulation  of  Wharton  data  bases  for 
further  data  analysis  and  report  writing.  The  user  may  build  and 
manipulate  his  own  economic  data  bases  as  well. 

Wharton  data  bases  include: 

. World  Economic  Service:  medium-  and  long-range  forecasts  of 
growth,  inflation,  trade  balances,  and  composition  of  the  econo- 
mies of  39  countries  and  6 regions. 

. U.S.  Macro-economic  Data  Bases:  covers  all  aspects  of  econom- 
ic activity. 

. Producer  price  indexes. 

. Consumer  price  indexes. 

. Flow  of  Funds:  quarterly  information  on  financial  transactions. 

. International  Financial  Statistics:  compiled  by  the  International 

Monetary  Fund. 

. Agricultural  data  base. 

. The  Wharton  Industry  Service:  monitors,  analyzes,  and  forecasts 
industrial  performance. 

INDUSTRY  MARKETS 

• Ninety-five  percent  of  Si's  revenue  is  from  commercial  clients,  and  5%  comes 
from  the  government  sector. 

GEOGRAPHIC  MARKETS 

• Si's  fiscal  1982  revenue  was  derived  as  follows: 

U.S.  95% 

International 

(Canada,  Latin  America,  Europe)  5% 

100% 


COMPUTER  HARDWARE  AND  SOFTWARE 

• Si's  processing  system  is  configured  as  a distributed  processing  system,  with  SI 
host  computers  supporting  minis  and  micros  at  remote  sites.  Standard 
timesharing  is  also  available. 
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• Access  is  provided  through  Si's  dedicated  network  (SINET),  TYMNET,  leased 
lines,  or  WATS  lines. 

• DEC  VAX  superminis  are  used  for  timesharing;  an  IBM  4341  is  used  for  large 
data  base  storage  and  access.  Installed  are: 

1 DEC  VAX- 1 1/782,  VMS. 

2 DEC  VAX- 1 1/780,  VMS. 

2 DEC  VAX- 1 1/750,  VMS. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


January  1995 

St.  Paul  Software 


President: 

754  Transfer  Road 
St.  Paul,  MN  55114 
Phone: 

Fax: 


Gary  Anderson 


(612)  641-0963 
(612)  641-0609 


Status:  Private 

Employees:  40 

Revenue:  $ 3,500,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• St.  Paul  Software  (SPS)  has  announced  major 
new  products  and/or  product  updates  for 
SPEDPMAP  and  SPEDPECLIPSE. 

• The  company  has  expanded  its  SPEDPCENTER 
EDI  service  bureau.  The  SPEDPCENTER  now 
includes  EDI-to-fax  and  fax-to-EDl  conversion 
services,  network  services,  manual  EDI 
processing  and  hub-enabling  services. 

Company  Description 

St.  Paul  Software  (SPS),  founded  in  1981,  is  a full- 

service  supplier  of  electronic  commerce  products 


and  services.  The  company  markets  applications 
software  products,  processing  and  associated 
support  services  for  EDI  to  the  manufacturing, 
distribution,  health  care,  mortgage  banking  and 
retail  industries  and  government  agencies. 

Strategy 

SPS's  strategy  is  to  be  a strong  EDI  market  player 
and  leverage  its  strengths  into  other  electromc 
commerce  markets  such  as  integrated  messaging  and 
E-mail. 

The  company  also  seeks  to  expand  its  position  in  the 
EDI  marketplace  to  include  recurring  revenue  from 
services  such  as  networking  and  special  processing 
services  related  to  EDI  SPS  plans  to  develop 
services  that  are  complementary  to  the  major 
networks  as  opposed  to  developing  its  own. 
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Financials 

SPS's  1994  revenue  reached  $3.5  million,  a 59% 
increase  over  1993  revenue  of  approximately  $2.2 
million.  Growth  is  attributed  to  the  earlier 
successful  completion  of  a private  placement, 
additions  to  the  company's  sales  staff  and  the  rollout 
of  a new  product  line. 

SPS  expects  SPEDI*CENTER  revenue  to  increase 
because  of  the  new  services  and  products  offered. 

Revenue  Analysis  by  Product/Service 

Approximately  50%  of  SPS's  revenue  is  derived 
from  EDI  software.  Approximately  22%  is  derived 
from  software  maintenance,  22%  from  professional 
services  and  6%  from  SPEDI*CENTER  processing 
services. 

Market  Financials 

SPS's  target  market  for  its  software  products 
includes  resellers  (R&D),  Macola  Software.  DSM, 
FORGEN  and  others),  users,  government  agencies 
and  the  manufacturing,  distribution,  healthcare, 
mortgage  banking  and  retail  industries. 

Geographic  Markets 

Approximately  90%  of  SPS's  revenue  is  derived 
from  the  U.S.  and  10%  from  international  sources. 

Employees 

SPS  currently  has  40  employees,  up  from  30 
employees  a year  ago. 

Key  Products  and  Services 

SPS  provides  EDI  software  products,  processing 
services  and  professional  services  to  its  clients. 

Software  Products 

SPS  currently  has  more  than  2,000  product 
installations  worldwide. 

SPS's  products  currently  support  all  major  UNIX 
and  PC-based  platforms,  including  AT&T.  BULL, 
Control  Data.  DEC  LILTR1X.  HP.  IBM  RS/6000. 


MIPS,  Motorola,  NCR.  Pyramid.  Sequent.  Sequoia. 
Sun.  Tandem.  Texas  Instruments  and  Unisys. 

The  products  also  support  all  major  standards, 
including  ANSI  X12,  UN/EDIFACT.  AIAG. 

CALS,  HEDIC,  TDCC,  UCS.  VICS  and  WINS. 

SPS's  products  support  the  common 
communications  protocols  such  as  async,  bisync, 
X.25  and  X.400.  Moreover,  they  fully  support 
inter-enterprise  connectivity  using  TCP/IP.  DECnet. 
SNA,  APL,  UUCP  and  2780/3780. 

Current  product  offerings  include  the  following: 

• Interconn  is  full-featured  DOS-based  EDI 
translation  software  that  functions  either  as  a 
front-end  document  control  system  or  a standalone 
EDI  system.  It  is  priced  at  $1,995,  plus  $399  for 
annual  maintenance. 

- Basic  functions  allow  the  user  to  receive  and 
send  documents,  review  received  documents, 
print  any  documents  on  the  system  and 
manually  create  documents  to  be  transmitted  to 
other  computer  systems. 

- The  Document  Manager  allows  the  user  to 
inquire  about  the  current  status  of  a document, 
print  a daily  or  master  document  activity  log 
report  and  control  the  queuing  of  documents  to 
be  transmitted  during  the  next  communications 
session. 

- The  Import/Export  option  allows  the  user  to 
transfer  documents  to  and  from  their 
applications  system  in  ASCII  file  format. 

- Flexible  screens  and  reports  allow  standalone 
users  to  create  and  print  documents  using 
system  defaults  and  reports  or  to  customize 
them  to  meet  their  specifications. 

• SPEDI*ENTRY  is  DOS-based  EDI  translation 
software  designed  for  hub  rollouts  and  includes 
network  services,  remote  support  and  is  fully 
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upgradeable.  It  is  priced  at  $595  for  one  trading 
partner  and  $895  for  two  trading  partners. 

• SPEDPECLIPSE  is  a sophisticated  executive 
control  and  tracking  system  designed  to  help 
companies  implement  a UNIX  client/server 
administrative  center  for  managing  their  EDI  data. 
It  includes  translation,  mapping,  EDI-to-fax, 
document  life  cycle  reporting,  control  script 
management  and  mail  boxing.  It  also  includes  an 
application  response  module  that  delivers  EDI 
production  information  to  applications. 

• SPEDPTRAN  is  high  performance  EDI 
translation  software  designed  for  all  major  UNIX 
and  PC-based  platforms.  It  is  designed  for 
integration  into  a client/server  EDI  environment 
and  provides  flexible  mapping  capabilities. 

- The  product  is  priced  according  to  CPU: 


DOS:  $2,700 

Class  A:  $4,000 

Class  B:  $6,250 

Class  C:  $9,500 

Class  D:  $11,250 

Class  E:  $16,500 

- Features  include  user  configurable  document 
tracking,  audit  trail,  document  inquiry, 
advancing  queuing,  multiple  carrier  support 
(separate  queue  tracking),  simple  flat  file  or 
advanced  mapping  options,  functional 
acknowledgements,  table-driven  design  and 
support  for  all  major  EDI  networks. 


• SPEDPEXEC  is  a date/time  and  event  driven  EDI 
scheduling  tool  designed  to  help  EDI  users  control 
the  EDI  process  flow  and  schedule  EDI  activities 
Prices  range  from  $1,000  to  $3,000. 

• SPEDPFAX  is  a product  and/or  service  that 
connects  the  users'  non-EDI-capable  trading 
partners  with  EDI-to-fax  capabilities. 

- Pricing  varies  depending  on  options  and 
hardware  platforms. 

- SPEDPFAX  interconnects  to  all  major  VANs, 
including  AT&T,  Advantis,  GEIS,  BT  North 
America,  Harbinger,  ORDERNET, 
INTERNET,  RAILINC,  as  well  as  most  major 
EDI  hubs. 

• Barcode  Auto-ID.  introduced  in  1989,  is  an  option 
that  permits  the  scanning  of  shipping  labels  as 
shipments  are  being  loaded.  Auto-ID 
automatically  generates  ANSI  X12  Advance  Ship 
Manifests. 

- Pricing  varies  depending  on  options. 

- SPS  can  also  implement  custom  barcode 
solutions  and  has  recently  completed  a custom 
project  from  Johnson  and  Johnson. 

Processing  Services 

The  SPEDPCENTER  is  an  EDI  service  bureau  that 

provides  a range  of  services  as  follows: 

• Manual  fax  processing 


- Additional  options  include  SPEDPMAP. 
SPEDPEXEC  and  SPEDPFAX. 


• EDI-to-fax  broadcast  capability 


• SPEDPMAP  is  a CASE-based  or  Windows-based 
GUI  interactive  mapping  tool  that  simplifies  the 
process  of  mapping  EDI  documents  into  an 
application,  helping  provide  a seamless  interface. 
Prices  range  from  $2,000  to  $5,000. 


• Fax-to-EDI  capability 

• Hub  program — SPS  provides  administrative 
services  to  develop,  coordinate  and  deliver  a hub 
and-spoke  implementation  program 

• EDI  crisis  intervention  services 
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Professional  Services 

SPS  also  provides  systems  integration,  trading 
partner  workshops,  product  training,  transaction  set 
mapping,  educational  seminars,  installation,  custom 
integration,  hotline  technical  support,  product 
training,  consulting  and  barcode  integration, 

Alliances/Marketing/ 

Sales 

SPS  has  marketing  agreements  with  various  dealers 
to  distribute  its  software  products  throughout  the 
U.S. 

SPS  provides  international  services  through  key 
strategic  alliances  on  a worldwide  basis.  Key  areas 
include  Europe  (Etrinell  and  Bull),  the  Pacific  Rim 
(Control  Data  Asia—Korea,  Taiwan,  Hong  Kong, 
Singapore,  Malaysia,  Thailand  and  mainland 
China),  South  Africa  (Perseus),  Chile  (Com  Center 
and  EASYMA1L),  Holland  (Impact)  and  other 
countries  such  as  Israel,  Canada  and  Mexico. 

Clients 

SPS  has  customers  across  industries  and  supports 
clients  nationally  as  well  as  internationally. 
Customers  range  from  large  corporate  hubs  (such  as 
AT&T.  United  Healthcare  Corporation,  Tootsie 
Roll,  Macklanburg-Duncan,  Reynolds  and 
Reynolds,  McClellan  Air  Force  Base)  to  their  low- 
volume  trading  partners. 
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ST.  PAUL  SOFTWARE 

754  Transfer  Road 
St.  Paul,  MN  55114 
Phone:  (612)641-0963 
Fax:  (612)641-0609 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Private  Company 


Gary  Anderson 


30 

$2,200,000* 

12/31/93 


Key  Points 


St.  Paul  Software  (SPS)  has  announced  major  new  products  and/or 
product  updates  for  spEDPtran,  spEDPmap,  spEDPexec,  and 
spEDPfax. 

The  company  has  made  a major  enhancement  to  its  SpEDPcenter 
processing  services.  The  SpEDPcenter  now  includes  EDI-to-fax 
and  fax-to-EDI  conversion  services,  network  services,  manual  EDI 
processing,  and  hub-enabling  services. 

Revenue  from  EDI  software  has  grown  to  reach  50%  of  total 
revenue,  up  from  38%  of  total  revenue  in  1991. 

International  revenue  currently  represents  10%  of  total  revenue. 
The  company  has  new  alliances  to  distribute  its  products  in  South 
Africa  and  Chile. 
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Company 

Description 

St.  Paul  Software  (SPS),  founded  in  1981,  is  a full-service  supplier  of 
electronic  data  interchange  (EDI)  products  and  services.  The  company 
markets  applications  software  products,  processing,  and  associated 
support  services  for  EDI  and  electronic  data  collection  (bar  code 
reading  and  printing)  to  the  manufacturing,  distribution,  and  retail 
industries,  and  government  agencies. 

Strategy 

SPS's  strategy  is  to  be  a strong  EDI  market  player  and  leverage  its 
strengths  into  other  electronic  commerce  markets  such  as  integrated 
messaging  and  E-mail. 

The  company  also  seeks  to  expand  its  position  in  the  EDI  marketplace 
to  include  recurring  revenue  from  services  such  as  networking  and 
special  processing  services  related  to  EDI.  SPS  plans  to  develop 
services  that  are  complementary  to  the  major  networks  as  opposed  to 
developing  its  own. 

Financials 

SPS's  1993  revenue  reached  $2.2  million,  an  83%  increase  over  1992 
revenue  of  approximately  $1.2  million.  Growth  is  attributed  to  the 
successful  completion  of  a private  placement,  the  revamping  of  the 
company's  sales  staff,  and  the  rollout  of  a new  product  line. 

Approximately  50%  of  SPS's  revenue  is  derived  from  EDI  software. 
Approximately  22%  is  derived  from  software  maintenance,  22%  from 
professional  services,  and  6%  from  spEDPcenter  processing  services. 

SPS  expects  spEDI*center  revenue  to  increase  because  of  the  new 
services  and  products  offered. 

Market  Financials 

SPS's  target  market  for  its  software  products  includes  resellers  (R&D), 
Macola  Software,  DSM,  FORGEN,  and  others),  users,  government 
agencies,  and  the  manufacturing,  distribution  and  retail  industries. 

Geographic 

Markets 

Approximately  90%  of  SPS's  revenue  is  derived  from  the  U.S.  and  10% 
from  international  sources. 

Employees 

SPS  currently  has  30  employees,  up  from  16  employees  two  years  ago. 
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Key  Products 
and  Services 


SPS  provides  EDI  software  products,  processing  services,  and 
professional  services  to  its  clients. 

Software  Products: 

SPS  currently  has  over  1,500  product  installations  worldwide. 

SPS's  products  currently  support  all  major  UNIX  and  PC-based 
platforms,  including  AT&T,  BULL,  Control  Data,  DEC  ULTRIX,  HP, 
IBM  RS/6000,  MIPS,  Motorola,  NCR,  Pyramid,  Sequent,  Sequoia,  Sun, 
Tandem,  Texas  Instruments,  and  Unisys. 

The  products  also  support  all  major  standards,  including  ANSI  X12, 
UN/EDIFACT,  AIAG,  CALS,  HEDIC,  TDCC,  UCS,  VICS,  and 
WINS. 

SPS's  products  support  the  common  communications  protocols  such  as 
async,  bisync,  X.25,  and  X.400.  Moreover,  they  fully  support  inter- 
enterprise connectivity  using  TCP/IP,  DECnet,  SNA,  APL,  UUCP,  and 
2780/3780. 

Current  product  offerings  include  the  following: 

• Interconn  is  full-featured  DOS-based  EDI  translation  software  that 
functions  either  as  a front-end  document  control  system  or  a 
standalone  EDI  system.  It  is  priced  at  $1,995,  plus  $399  for  annual 
maintenance. 

- Basic  functions  allow  the  user  to  receive  and  send  documents, 
review  received  documents,  print  any  documents  on  the  system, 
and  manually  create  documents  to  be  transmitted  to  other 
computer  systems. 

- The  Document  Manager  allows  the  user  to  inquire  about  the 
current  status  of  a document,  print  a daily  or  master  document 
activity  log  report,  and  control  the  queuing  of  documents  to  be 
transmitted  during  the  next  communications  session. 

- The  Import/Export  option  allows  the  user  to  transfer  documents 
to  and  from  their  applications  system  in  ASCII  file  format. 

- Flexible  screens  and  reports  allow  standalone  users  to  create  and 
print  documents  using  system  defaults  and  reports  or  to  customize 
them  to  meet  their  specifications. 

• SPEDPentry  is  DOS-based  EDI  translation  software  designed  for 
hub  rollouts  and  includes  network  services,  remote  support,  and  is 
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fully  upgradeable.  It  is  priced  at  $595  for  one  trading  partner  and 
$895  for  two  trading  partners. 

spEDPtran  is  high  performance  EDI  translation  software  designed 
for  all  major  UNIX  and  PC-based  platforms.  It  is  designed  for 
integration  into  a client/server  EDI  environment  and  provides 
flexible  mapping  capabilities. 

- The  product  is  priced  according  to  CPU: 


DOS: 

$2,700 

Class  A: 

$4,000 

Class  B: 

$6,250 

Class  C: 

$9,500 

Class  D: 

$11,250 

Class  E: 

$16,500 

- Features  include  user  configurable  document  tracking,  audit  trail, 
document  inquiry,  advancing  queuing,  multiple  carrier  support 
(separate  queue  tracking),  simple  flat  file  or  advanced  mapping 
options,  functional  acknowledgements,  table-driven  design,  and 
support  for  all  major  EDI  networks. 

- Additional  options  include  spEDPmap,  SPEDPexec,  and 
SpEDPfax. 

spEDPmap  is  a CASE-based  interactive  mapping  tool  that 
simplifies  the  process  of  mapping  EDI  documents  directly  into  an 
application,  helping  provide  a seamless  interface.  Prices  range  from 
$2,000  to  $5,000. 

SPEDPexec  is  a date/time  and  event  driven  EDI  scheduling  tool 
designed  to  help  EDI  users  control  the  EDI  process  flow  and 
schedule  EDI  activities.  Prices  range  from  $1,000  to  $3,000. 

SpEDPfax  is  a product  and/or  service  that  connects  the  users'  non- 
EDI-capable  trading  partners  with  EDI-to-fax  capabilities. 

- Pricing  varies  depending  on  options  and  hardware  platforms. 

- SpEDPfax  interconnects  to  all  major  VANs,  including  AT&T, 
Advantis,  GEIS,  BT  North  America,  Harbinger,  ORDERNET, 
INTERNET,  RAILINC,  as  well  as  most  major  EDI  hubs. 

Barcode  Auto-ID,  introduced  in  1989,  is  an  option  that  permits  the 
scanning  of  shipping  labels  as  shipments  are  being  loaded.  Auto-ID 
automatically  generates  ANSI  X12  Advance  Ship  Manifests. 


Page  4 of  5 


Copyright  1994  by  INPUT.  Reproduction  Prohibited. 


January  1994 


ST.  PAUL  SOFTWARE 


INPUT 


Alliances/ 

Marketing/ 

Sales 


Clients 


- Pricing  varies  depending  on  options. 

- SPS  can  also  implement  custom  barcode  solutions  and  has 
recently  completed  a custom  project  form  Johnson  and  Johnson. 

Processing  Services: 

The  SPEDI* center  is  an  EDI  service  bureau  that  provides  a range  of 
services  as  follows: 

• Manual  fax  processing 

• EDI-to-fax  broadcast  capability 

• Fax-to-EDI  capability 

• Hub  program:  SPS  provides  administrative  services  to  develop, 
coordinate,  and  deliver  a hub-and-spoke  implementation  program 

• EDI  crisis  intervention  services 
Professional  Services: 

SPS  also  provides  systems  integration,  trading  partner  workshops, 
product  training,  transaction  set  mapping,  educational  seminars, 
installation,  custom  integration,  hotline  technical  support,  product 
training,  consulting,  and  barcode  integration. 


SPS  has  marketing  agreements  with  various  dealers  to  distribute  its 
software  products  throughout  the  U.S. 

SPS  provides  international  services  through  key  strategic  alliances  on  a 
worldwide  basis.  Key  areas  include  Europe  (Etrinell  and  Bull),  the 
Pacific  Rim  (Control  Data  Asia--Korea,  Taiwan,  Hong  Kong, 
Singapore,  Malaysia,  Thailand,  and  mainland  China),  South  Africa 
(Perseus),  Chile  (Com  Center  and  EASYMAIL),  Holland  (Impact)  and 
other  countries  such  as  Israel,  Canada  and  Mexico. 


SPS  has  customers  across  industries  and  support  clients  nationally  as 
well  as  internationally.  Customers  range  from  large  corporate  hubs 
(such  as  AT&T,  United  Healthcare  Corporation,  Tootsie  Roll, 
Macklanburg-Duncan,  Reynolds  and  Reynolds,  McClellan  Air  Force 
Base)  to  their  low-volume  trading  partners. 


January  1994 


Copyright  1994  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  5 


' 


C p 


COMPANY 

PROFILE 


ST.  PAUL  SOFTWARE 

754  Transfer  Road 
St.  Paul,  MN  55114 
Phone:  (612)641-0963 
Fax:  (612)641-0609 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Private  Company 


Gary  Anderson 


30 

$2,500,000* * 

12/31/93 


Company  estimate 


Key  Points 


• St.  Paul  Software  (SPS)  has  announced  major  new  products  and/or 
product  updates  for  spEDI*tran,  spEDI*map,  spEDI*exec,  and 
spEDPfax. 

• The  company  has  made  a major  enhancement  to  its  SPEDPCENTER 
processing  services.  The  SPEDI*center  now  includes  EDI-to-fax 
and  fax-to-EDI  conversion  services,  network  services,  manual  EDI 
processing,  and  hub-enabling  services. 


Revenue  from  EDI  software  has  grown  to  reach  50%  of  total 
revenue,  up  from  38%  of  total  revenue  in  1991. 

International  revenue  currently  represents  10%  of  total  revenue. 
The  company  has  new  alliances  to  distribute  its  products  in  South 
Africa  and  Chile. 
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Description 

St.  Paul  Software  (SPS),  founded  in  1981,  is  a full-service  supplier  of 
electronic  data  interchange  (EDI)  products  and  services.  The  company 
markets  applications  software  products,  processing,  and  associated 
support  services  for  EDI  and  electronic  data  collection  (bar  code 
reading  and  printing)  to  the  manufacturing,  distribution,  and  retail 
industries,  and  government  agencies. 

Strategy 

SPS's  strategy  is  to  be  a strong  EDI  market  player  and  leverage  its 
strengths  into  other  electronic  commerce  markets  such  as  integrated 
messaging  and  E-mail. 

The  company  also  seeks  to  expand  its  position  in  the  EDI  marketplace 
to  include  recurring  revenue  from  services  such  as  networking  and 
special  processing  services  related  to  EDI.  SPS  plans  to  develop 
services  that  are  complementary  to  the  major  networks  as  opposed  to 
developing  its  own. 

Financials 

The  company  estimates  that  its  1993  revenue  will  reach  $2.5  million,  a 
200%  increase  over  1992  revenue  of  approximately  $1.2  million. 

Growth  is  attributed  to  the  successful  completion  of  a private 
placement,  the  revamping  of  the  company’s  sales  staff,  and  the  rollout 
of  a new  product  line. 

Approximately  50%  of  SPS's  revenue  is  derived  from  EDI  software. 
Approximately  22%  is  derived  from  software  maintenance,  22%  from 
professional  services,  and  6%  from  spEDRcenter  processing  services. 

SPS  expects  spEDPcenter  revenue  to  increase  due  to  the  new 
services  and  products  offered. 

Market  Financials 

SPS's  target  market  for  its  software  products  includes  resellers  (R&D), 
Macola  Software,  DSM,  FORGEN,  and  others),  end  users,  government 
agencies,  and  the  manufacturing,  distribution,  and  retail  industries. 

Geographic 

Markets 

Approximately  90%  of  SPS's  revenue  is  derived  from  the  U.S.  and  10% 
from  international  sources. 

Employees 

SPS  currently  has  30  employees,  up  from  16  employees  two  years  ago. 
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Key  Products  and 
Services 


SPS  provides  EDI  software  products,  processing  services,  and 
professional  services  to  its  clients. 

Software  Products: 

SPS  currently  has  over  1,500  product  installations  worldwide. 

SPS's  products  currently  support  all  major  UNIX  and  PC-based 
platforms,  including  BULL,  Control  Data,  DEC  ULTRIX,  HP,  IBM 
RS/6000,  MIPS,  Motorola,  NCR,  Pyramid,  Sequent,  Sequoia,  Sun, 
Tandem,  Texas  Instruments,  and  Unisys. 

The  products  also  support  all  major  standards,  including  ANSI  X12, 
UN/EDIFACT,  AIAG,  CALS,  HEDIC,  TDCC,  UCS,  VICS,  and 
WINS. 

SPS's  products  support  the  common  communications  protocols  such  as 
async,  bisync,  X.25,  and  X.400.  Moreover,  they  fully  support  inter- 
enterprise connectivity  using  TCP/IP,  DECnet,  SNA,  APL,  UUCP,  and 
2780/3780. 

Current  product  offerings  include  the  following: 

• Interconn  is  full-featured  DOS-based  EDI  translation  software  that 
functions  either  as  a front-end  document  control  system  or  a 
standalone  EDI  system.  It  is  priced  at  $ 1,995,  plus  $399  for  annual 
maintenance. 

- Basic  functions  allow  the  user  to  receive  and  send  documents, 
review  received  documents,  print  any  documents  on  the  system, 
and  manually  create  documents  to  be  transmitted  to  other 
computer  systems. 

- The  Document  Manager  allows  the  user  to  inquire  about  the 
current  status  of  a document,  print  a daily  or  master  document 
activity  log  report,  and  control  the  queuing  of  documents  to  be 
transmitted  during  the  next  communications  session. 

- The  Import/Export  option  allows  the  user  to  transfer  documents 
to  and  from  their  applications  system  in  ASCII  file  format. 

- Flexible  screens  and  reports  allow  standalone  users  to  create  and 
print  documents  using  system  defaults  and  reports  or  to  customize 
them  to  meet  their  specifications. 

• SPEDI* ENTRY  is  DOS-based  EDI  translation  software  designed  for 
hub  rollouts  and  includes  network  services,  remote  support,  and  is 
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fully  upgradeable.  It  is  priced  at  $595  for  one  trading  partner  and 
$895  for  two  trading  partners. 

SPEDI*TRAN  is  high  performance  EDI  translation  software  designed 
for  all  major  UNIX  and  PC-based  platforms.  It  is  designed  for 
integration  into  a client/server  EDI  environment  and  provides 
flexible  mapping  capabilities. 

- The  product  is  priced  according  to  CPU: 


DOS: 

$2,700 

Class  A: 

$4,000 

Class  B: 

$6,250 

Class  C: 

$9,500 

Class  D: 

$11,250 

Class  E: 

$16,500 

- Features  include  user  configurable  document  tracking,  audit  trail, 
document  inquiry,  advancing  queuing,  multiple  carrier  support 
(separate  queue  tracking),  simple  flat  file  or  advanced  mapping 
options,  functional  acknowledgements,  table-driven  design,  and 
support  for  all  major  EDI  networks. 

- Additional  options  include  SPEDI*MAP,  SPEDDexec,  and 
spEDDfax. 

SpEDDmap  is  a CASE-based  interactive  mapping  tool  that 
simplifies  the  process  of  mapping  EDI  documents  directly  into  an 
application,  helping  provide  a seamless  interface.  Prices  range  from 
$2,000  to  $5,000. 

SPEDDexec  is  a date/time  and  event  driven  EDI  scheduling  tool 
designed  to  help  EDI  users  control  the  EDI  process  flow  and 
schedule  EDI  activities.  Prices  range  from  $1,000  to  $3,000. 

SPEDDfax  is  a product  and/or  service  that  connects  the  users'  non- 
EDI-capable  trading  partners  with  EDI-to-fax  capabilities. 

- Pricing  varies  depending  on  options  and  hardware  platforms. 

- SPEDI*fax  interconnects  to  all  major  VANs,  including  AT&T, 
Advantis,  GEIS,  BT  North  America,  as  well  as  most  major  EDI 
hubs. 

Barcode  Auto-ID,  introduced  in  1989,  is  an  option  that  permits  the 
scanning  of  shipping  labels  as  shipments  are  being  loaded.  Auto-ID 
automatically  generates  ANSI  X12  Advance  Ship  Manifests. 
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Alliances/ 

Marketing/ 

Sales 


Clients 


- Pricing  varies  depending  on  options. 

- SPS  can  also  implement  custom  barcode  solutions  and  has 
recently  completed  a custom  project  form  Johnson  and  Johnson. 

Processing  Services: 

The  spEDI*CENTER  is  an  EDI  service  bureau  that  provides  a range  of 
services  as  follows: 

• Manual  fax  processing 

■ EDI-to-fax  broadcast  capability 

• Fax-to-EDI  capability 

• Hub  program:  SPS  provides  administrative  services  to  develop, 
coordinate,  and  deliver  a hub-and-spoke  implementation  program 

• EDI  crisis  intervention  services 
Professional  Services: 

SPS  also  provides  systems  integration,  trading  partner  workshops, 
product  training,  transaction  set  mapping,  educational  seminars, 
installation,  custom  integration,  hotline  technical  support,  product 
training,  consulting,  and  barcode  integration. 


SPS  has  marketing  agreements  with  various  dealers  to  distribute  its 
software  products  throughout  the  U.S. 

SPS  provides  international  services  through  key  strategic  alliances  on  a 
worldwide  basis.  Key  areas  include  Europe  (Etrinell  and  Bull),  the 
Pacific  Rim  (Control  Data  Asia-Korea,  Taiwan,  Hong  Kong, 
Singapore,  Malaysia,  Thailand,  and  mainland  China),  and  others 
(Israel,  Canada,  and  Mexico).  Most  recent  alliances  are  in  South 
Africa  (Perseus)  and  Chile  (Com  Center). 


SPS  has  customers  across  industries  and  support  clients  nationally  as 
well  as  internationally.  Customers  range  from  large  corporate  hubs 
(such  as  AT&T,  United  Healthcare  Corporation,  Tootsie  Roll, 
Macklanburg-Duncan,  Reynolds  and  Reynolds,  McClellan  Air  Force 
Base)  to  their  low-volume  trading  partners. 
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COMPANY  PROFILE 


ST.  PAUL  SOFTWARE  Gary  Anderson,  President 

754  Transfer  Road  Private  Company 

St.  Paul,  MN  55114  Total  Employees:  16 

(612)  641-0963  Total  Revenue,  Fiscal  Year  End 

12/31/90:  $1,100,000* * 

*INPUT  estimate 


The  Company  St.  Paul  Software  (SPS),  founded  in  1981,  markets  application 

software  products,  processing,  and  associated  support  services  for 
electronic  data  interchange  (EDI)  and  electronic  data  collection 
(bar  code  reading  and  printing)  to  the  manufacturing,  distribution, 
and  retail  industries  and  government  agencies. 

The  company  entered  the  EDI  area  in  1985  when  it  developed  a 
custom  system  for  a supplier  to  Burlington  Northern  Railroad. 

SPS  now  supports  clients  in  the  U.S.,  Canada,  and  Mexico. 


Key  Products  and  Approximately  38%  from  the  company's  revenue  is  derived  from 
Services  EDI  software  and  1%  from  bar  code  collection  software.  The 

remaining  61%  of  revenue  is  derived  from  EDI  processing  and 
professional  services. 

SPS'  products  support  ANSI  X12,  TDCC,  WINS,  UCS,  EDI  FACT, 
AIAG,  and  VIC  standards.  The  company  currently  has  over  350 
product  installations. 

Datatran,  introduced  in  1988,  is  a mini/mainframe-based  EDI 
software  package. 

• The  product  is  an  EDI  translator/generator  for  over  150 
operating  systems  and  hardware  platforms,  including  UNIX, 
XENIX,  AIX,  OS/2,  ULTRIX,  VMS,  ITX,  and  others. 

• User  configurable  document  tracking  permits  the  tracking  of 
communications  sessions,  envelopes,  functional  groups,  or 
document  level.  Archiving  and  deleting  capabilities  allow 
purging  of  documents. 

• Audit  trail  functions  allow  users  to  print  problem  data, 
summary  information,  or  all  detail  information.  Users  are 
alerted  to  exceptions  without  analyzing  all  the  detail. 
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• Document  inquiry  functions  allow  the  user  to  track  which 
documents  were  received  in  a communications  session  and 
which  documents  were  sent  out. 

• Advanced  queue  capabilities  allow  documents  to  be 
reprocessed  by  the  system. 

• Multiple  carrier  support  provides  separate  queue  tracking. 

• Simple  flat  file  or  advanced  mapping  options  give  users 
flexibility  in  designing  their  application  interfaces. 

• Datatran  pricing  varies  depending  on  options  and  hardware 
platforms. 

EDI/Gateway,  introduced  in  1990,  is  a UNIX-based  EDI  event- 
driven  client/server  product  featuring  a task  scheduling 
management  tool,  direct  and/or  added  network  mailboxes,  full 
EDI  translation  and  document  control,  and  standard  open  systems 
connectivity  tools  to  transfer  electronic  data  to  multiple  hardware 
platforms. 

• The  task  scheduling  management  tool  allows  a truly  hands-off 
environment  where  EDI  tasks  can  be  scheduled  to  be  run  on  an 
event  driven  (conditional),  periodic,  or  time/date  basis  in 
background  mode. 

• In  response  to  customer  needs,  SPS  developed  mailboxing 
features  for  EDI/Gateway  to  permit  users  async,  bisync,  X.400 
or  X.25  direct  connection  for  trading  partners,  gaining  a cost 
advantage  over  using  networks,  while  still  maintaining 
interconnection  options  for  networks.  This  strategy  allows  the 
user  to  establish  relationships  with  trading  partners  of  all  sizes 
and  varieties. 

• A full-featured  translator  permits  translation  and/or  generation 
of  documents  using  all  major  EDI  standards.  Other  features 
include  trading  partner  tracking,  document  tracking,  multiple 
carrier  capacity,  queue  maintenance,  and  data  mapping. 

• EDI/Gateway  incorporates  open  systems  connectivity  protocols 
such  as  TCP/IP,  SNA,  DECnet,  and  UUCP  to  allow  users  to 
deliver  electronic  data  to  multiple  hardware  platforms. 

• Further  releases  of  EDI/Gateway  will  feature  options  to  allow 
facsimile,  voice,  graphics,  and  electronic  mail  transmissions  to 
be  bundled  into  a single  delivery  vehicle. 
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• Pricing  varies  depending  on  options  and  hardware  platforms. 

EDI/FAX  Server,  introduced  in  1991,  provides  connections  for 
non-EDI-capable  trading  partners  with  an  automated  EDI-to-fax 
processing  platform. 

• EDI-to-fax  conversion  capabilities  permit  automated 
conversion  of  EDI  to  fax,  as  well  as  multiple  input  options. 

• The  product  permits  OSI  (Open  Systems)  connectivity  to 
multiple  platforms. 

• EDI  translation  is  the  core  component  of  this  product.  Trading 
partner  tracking,  document  tracking,  and  data  mapping  are  also 
provided. 

• Pricing  varies  depending  on  options  and  hardware  platforms. 

Interconn,  introduced  in  1985,  is  a microcomputer-based  EDI 
software  package. 

• Interconn's  basic  functions  allow  the  user  to  receive  and  send 
documents,  review  received  documents,  print  any  documents  on 
the  system,  and  manually  create  documents  to  be  transmitted  to 
other  computer  systems. 

• The  Document  Manager  allows  the  user  to  inquire  about  the 
current  status  of  a document,  print  a daily  or  master  document 
activity  log  report,  and  control  the  queuing  of  documents  to  be 
transmitted  during  the  next  communications  session. 

• The  Import/Export  option  allows  the  user  to  transfer 
documents  to  and  from  their  applications  system  in  ASCII  file 
format. 

• Flexible  screens  and  reports  allow  standalone  users  to  create 
and  print  documents  using  system  defaults  and  reports  or  to 
customize  them  to  meet  their  specifications. 

• Interconn  pricing  varies  depending  on  options. 

Auto-ID,  introduced  in  1989,  is  an  option  that  permits  the 
scanning  of  shipping  labels  as  shipments  are  being  loaded.  Auto- 
ID  automatically  generates  ANSI  X12  Advance  Ship  Manifests. 
Pricing  varies  depending  on  options. 

EDI  Service  Bureau,  introduced  in  1989,  enables  users  to  be  viable 
trading  partners  regardless  of  transaction  volume.  With  minimal 
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investment,  low  volume  or  key  account  processing  is  handled  by 
SPS.  Data  exchange  is  provided  with  fax,  remote  data  entry,  or 
computer-to-computer  options. 

Other  services  provided  by  SPS  include  EDI  educational  seminars, 
consulting,  installation,  product  training,  custom  integration,  and 
hotline  technical  support. 

Industry  Markets 

SPS'  target  market  for  its  software  products  includes 
manufacturers,  retailers,  and  distributors. 

SPS  has  marketing  agreements  with  various  dealers  to  distribute 
its  software  products  throughout  the  U.S. 

Geographic 

Markets 

The  majority  of  SPS'  revenue  is  derived  from  the  U.S. 
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ST.  PAUL  SOFTWARE  Gary  Anderson,  President 


786  Transfer  Road 
St.  Paul,  MN  55114 
(612)  641-0963 

Private  Company 
Total  Employees:  10 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $1,000,000* 

*INPUT  estimate 

The  Company 

St.  Paul  Software  (SPS),  founded  in  1981,  markets  application 
software  products  for  electronic  data  interchange  (EDI)  and 
electronic  data  collection  (bar  code  reading  and  printing)  to  the 
manufacturing  and  distribution  industries. 

The  company  entered  the  EDI  area  in  1985  when  it  developed  a 
custom  system  for  a supplier  to  Burlington  Northern  Railroad. 
SPS  now  supports  clients  in  the  U.S.,  Canada,  and  Mexico. 

Key  Products  and 
Services 

Approximately  50%  of  the  company's  revenue  is  derived  from  EDI 
software,  30%  from  bar  code  collection  software,  and  20%  from 
custom  development  services  and  support. 

SPS’  products  support  ANSI  X12,  TDCC,  WINS,  UCS,  EDIFACT, 
AIAG,  and  VIC  standards.  The  company  currently  has  over  250 
product  installations. 

Interconn,  introduced  in  1985,  is  a microcomputer-based  EDI 
software  package. 

• Interconn's  basic  functions  allow  the  user  to  receive  and  send 
documents,  review  received  documents,  print  any  document  on 
the  system,  and  manually  create  documents  to  be  transmitted  to 
other  computer  systems. 

• The  Document  Manager  allows  the  user  to  inquire  about  the 
current  status  of  a document,  print  a daily  or  master  document 
activity  log  report,  and  control  the  queuing  of  documents  to  be 
transmitted  during  the  next  communications  session. 

■ The  Import/Export  Documents  function  allows  the  user  to 
transfer  documents  to  and  from  the  system  in  ASCII  file  format, 
and  to  transfer  documents  to  SPS'  Just-In-Time  manufacturing 
systems. 
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• The  Interconn  Utilities  allow  the  user  to  perform  document 
table  maintenance,  set  up  company  packets,  macro  packets,  and 
mail  box  IDs. 

• The  Mail  Box  ID  information  provides  Interconn  with  the 
specific  communications  parameters  to  complete  the  physical 
sign-on  between  the  two  computer  systems. 

• The  Macro  Definition  feature  allows  the  user  to  preprogram 
queries  and  responses  necessary  to  get  a software  sign-on  and 
actual  document  transmission. 

• Interconn  is  priced  at  $1,995.  The  service  contract  ranges  from 
$399  to  $549. 

Datatran,  introduced  in  1988,  is  a COBOL  EDI  system. 

• SPS  is  currently  in  the  process  of  porting  Datatran  to 
AccuCOBOL,  which  will  increase  its  portability  (to  over  150 
different  platforms  and  operating  systems).  With  the  new 
AccuCOBOL  version,  SPS  will  be  able  to  provide  EDI  solutions 
for  many  new  platforms,  including  DOS,  UNIX,  XENIX,  AIX, 
ITX,  and  VAX  VMS  operating  systems. 

• Datatran  ranges  in  price  from  $5,000  to  $10,000,  depending  on 
the  options  selected. 

Auto-ID,  introduced  in  1989,  is  an  option  that  permits  the 
scanning  of  shipping  labels  as  shipments  are  being  loaded.  Auto- 
ID  automatically  generates  ANSI  X12  Advanced  Ship  Manifests. 
AUTO-ID's  scan  option  is  priced  at  $1,295.  The  label  option  is 
priced  at  $2,495. 

SPS  EDI  Data  Center,  introduced  in  1989,  is  an  entry-level  service 
for  major  companies  implementing  EDI  with  their  supplier  or 
distributor  bases. 

• As  the  result  of  an  alliance  formed  with  Professional 
Processing,  Inc.  (PPI)  of  Minneapolis,  SPS  has  installed  EDI 
software  on  PPI's  IBM  mainframe  and  has  implemented  a 
micro-based  network. 

• The  service  is  being  used  by  Chrysler  Motor  Company 
suppliers. 

Jobtrack  is  a micro-based  bar  code  data  collection  package  that 
interfaces  with  bar  code  readers  and  uploads  and  downloads 
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Industry  Markets 


Geographic 

Markets 


information  to  minicomputers  and/or  mainframes.  The  product  is 
targeted  to  manufacturers  and  distributors. 

• Jobtrack  runs  on  IBM  and  compatible  microcomputers  and 
ranges  in  price  from  $5,000  to  $10,000. 

• There  are  currently  approximately  30  Jobtrack  installations. 


SPS'  target  market  for  its  software  products  includes 
manufacturers  and  distributors. 

SPS  has  marketing  agreements  with  dealers  to  distribute  its 
software  products  in  Atlanta  and  Chicago. 

• Software  Clearing  House  of  Cincinnati  is  the  exclusive 

marketer  of  SPS  software  products  for  NCR  mainframes  and  a 
non-exclusive  marketer  for  other  SPS  products. 


One  hundred  percent  of  St.  Paul  Software's  revenue  is  derived 
from  the  U.S. 
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COMPANY  PROFILE 


ST.  PAUL  SOFTWARE  Gary  Anderson,  President 

786  Transfer  Road  Private  Company 

St.  Paul,  MN  55114  Total  Employees:  10 

(612)  641-0963  Total  Revenue,  Fiscal  Year  End 

12/31/87:  $350,000* * 

* INPUT  estimate 


The  Company  St.  Paul  Software,  founded  in  1981,  markets  application  software 

products  for  electronic  data  interchange  (EDI)  and  electronic  data 
collection  (bar-code  reading  and  printing)  to  the  manufacturing 
and  distribution  industries.  The  company  entered  the  EDI  area  in 
1985  when  it  developed  a custom  system  for  a supplier  to 
Burlington  Northern  Railroad. 

St.  Paul  Software's  1987  revenue  is  estimated  at  $350,000.  It  is 
anticipated  that  1988  revenue  will  reach  $500,000. 


Key  Products  and  Approximately  50%  of  the  company's  revenue  is  derived  from  EDI 
Services  software,  30%  from  bar  code  collection  software,  and  20%  from 

custom  development  services  and  support. 

Interconn,  introduced  in  1985,  is  a microcomputer-based  EDI 
software  package. 

• Interconn  supports  ANSI  X12,  TDCC,  WINS,  and  UCS 
standards. 

• The  hardware  and  communications  requirements  are  as 
follows: 

- IBM  PC  XT/ AT  or  compatible  microcomputer 

- 640K  memory. 

- 20MB  hard  disk. 

- Dot  matrix  printer. 

- Hayes-compatible  modem  for  asynchronous 
communications. 

- Bisynchronous  modem  for  bisynchronous  option. 

- One  serial  port. 

• Interconn's  basic  functions  allow  the  user  to  receive  and  send 
documents,  review  received  documents,  print  any  document  on 
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the  system,  and  manually  create  documents  to  be  transmitted  to 
other  computer  systems. 

- The  Document  Manager  allows  the  user  to  inquire  on  the 
current  status  of  a document,  print  a daily  or  master 
document  activity  log  report,  and  control  the  queuing  of 
documents  to  be  transmitted  during  the  next 
communications  session. 

- The  Import/Export  Documents  function  allows  the  user  to 
transfer  documents  to  and  from  the  system  in  ASCII  file 
format,  and  to  transfer  documents  to  St.  Paul  Software's  Just- 
In-Time  manufacturing  systems. 

- The  Interconn  Utilities  allow  the  user  to  perform  document 
table  maintenance,  set  up  company  packets,  macro  packets, 
and  mail  box  IDs. 

- The  Terminal  Emulator  allows  the  user  to  log  into  remote 
systems  and  function  as  an  on-line  terminal. 

- The  Mail  Box  ID  information  provides  Interconn  with  the 
specific  communications  parameters  to  complete  the  physical 
sign-on  between  the  two  computer  systems. 

- The  Macro  Definition  feature  allows  the  user  to  preprogram 
queries  and  responses  necessary  to  get  a software  sign-on 
and  actual  document  transmission. 

• Interconn  is  priced  at  $1,995.  The  service  contract  ranges  from 
$399  to  $549. 

• As  of  mid-1988  there  were  70  installations  of  Interconn. 

St.  Paul  Software  is  developing  a new  EDI  software  package 
written  in  RM/Cobol  for  NCR  and  IBM  and  compatible 
mainframe  systems.  The  company  is  also  developing  a C version 
of  its  EDI  product  for  UNIX-based  systems. 

Jobtrack  is  a micro-based  bar-code  data  collection  package  that 
interfaces  with  bar-code  readers  and  uploads  and  downloads 
information  to  minicomputers  and/or  mainframes.  The  product  is 
targeted  to  manufacturers  and  distributors. 

• Jobtrack  runs  on  IBM  and  compatible  microcomputers  and 
ranges  in  price  from  $5,000  to  $10,000. 

• There  are  currently  approximately  20  Jobtrack  installations. 
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Industry  Markets 


Geographic 

Markets 


St.  Paul  Software's  target  market  for  its  software  products  includes 
manufacturers  and  distributors. 

St.  Paul  Software  has  marketing  agreements  with  dealers  to 
distribute  its  software  products  in  Atlanta  and  Chicago. 


One  hundred  percent  of  St.  Paul  Software's  revenue  is  derived 
from  the  U.S. 
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COMPANY  HIGHLIGHT 


STRUCTURAL  DYNAMICS  RESEARCH 
CORPORATION 

2000  Eastman  Drive 
Milford,  OH  45150 
(513)  576-2400 


Jason  R.  Lemon,  Chairman 
Private  Corporation 
Total  Employees:  350 
Total  Revenues,  Fiscal  Year  End 
3/31/80:  $20,000,000 
Total  Computer  Services  Revenues: 
$8,000,000 


THE  COMPANY 

• Structural  Dynamics  Research  Corporation  (SDRC),  founded  in  1967  as  an  Ohio 
corporation,  offers  mechanical  engineering  consulting,  manufacturing  engineer- 
ing consulting,  computer  software  products,  educational  services,  and 
computer-aided  engineering  planning  and  consulting. 

• SDRC  has  grown  at  a compound  rate  of  35%  over  the  past  five  years. 
Revenues  in  FY  1980  reached  $20  million,  an  increase  of  43%  over  1979 
revenues  of  $14  million.  Management  states  that  the  company  is  profitable. 
A five-year  financial  summary  follows: 


SDRC 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  Millions) 


FISCAL  YEAR 
ITEM  ' — 

1980 

1979 

1978 

1977 

1976 

Revenues 

$ 20 

$ 14 

$ 10 

$ 7 

$ 5 

. Percent  increase 

from  previous  year 

43% 

40% 

43% 

40% 

N/A 

• SDRC  has  two  operating  divisions: 

Manufacturing  Engineering  Services  Division  provides  consulting  and 
assistance  for  process  control,  production  scheduling,  resource  alloca- 
tion, machine  utilization,  material  flow  and  tool  design. 

Technical  Education  and  Communication  Services  Division  provides 
educational  services  to  help  engineers  integrate  advanced  mechanical 
engineering  technology  into  their  design  processes  and  products. 
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KEY  PRODUCTS  AND  SERVICES 

• Computer  services  contributed  approximately  40%  ($8  million)  to  total  rev- 
enues in  FY  1980. 

INPUT  estimates  that  approximately  90%  of  computer  services  rev- 
enues ($7.2  million)  comes  from  software  products.  Computer-aided 
engineering  planning  and  consulting  services  contributed  the  remaining 
10%  ($0.8  million). 

• SDRC  markets  its  software  under  the  name  of  the  Computer-Aided  Engineer- 
ing Software  System.  Software  modules  can  operate  independently  or  in 
combination  with  other  products.  All  software  has  received  continuous 
maintenance  and  enhancements  since  its  introduction.  Modules  available 
include: 


COMPUTER-AIDED  ENGINEERING  SOFTWARE  SYSTEM 


Module 

Year 

Introduced 

SDRC  SUPERB  FINITE  ELEMENT 

1973 

ANALYSIS  SYSTEM 

SDRC  FRAME  ANALYSIS  SYSTEM 

1970 

SDRC  IMP  (Mechanism  Design  and 

1978 

Analysis) 

SDRC  GRAPHICS  SYSTEM 

1975 

. SUPERTAB  (Finite  Element 

Modeling  Module) 

. OUTPUT  DISPLAY  (Post- 

1979 

Processing  Module) 

. MESH  (Generation  Module) 

1979 

SDRS  MODAL  PLUS  (Modal  Analysis 

1975 

Module) 

SDRC  FATIGUE  (Durability  Analysis 

1977 

Module) 

SDRC  SABBA  (System  Analysis  Module) 

1974 

• Not  all  of  the  software  modules  can  be  combined  at  random.  Exhibit  A 
illustrates  the  relationship  of  the  software  modules. 

• The  Computer-Aided  Engineering  Software  is  available  for  use  on  large 
mainframes  (IBM  370s,  IBM  3000s,  CDC  6000s),  superminis  (IBM  4331s,  4341s, 
VAX  1 1 /780s),  as  well  as  minicomputers  (DEC/PDP  I I /34s,  GENRAD  2508s). 
A profile  of  SDRC's  software/hardware  compatibility  follows: 
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EXHIBIT  A 


SDRC  Computer-Aided  Engineering  Software  System 

For  Mechanical  Product  Design  and  Development 


/"Component 


COMPANY  HIGHLIGHT/STRUCTURAL  DYNAMICS  RESEARCH  CORPORATION 


SDRC 

SOFTWARE/HARDWARE  COMPATIBILITY 

Mainframe  Supermini  Mini 

COMPUTER-AIDED  ENGINEERING  SOFTWARE  SYSTEM 

- SDRC  SUPERB  FINITE  ELEMENT  ANALYSIS  SYSTEM  • • 

- SDRC  FRAME  ANALYSIS  SYSTEM  • • 

• SAGS  Static  Frame  Analysis  Module 

- SDRC  IMP  Mechanism  Design  and  Analysis  • • 

- SDRC  GRAPHICS  SYSTEM 

■ SUPERTAB  Finite  Element  Modeling  Module  • • • 

• OUTPUT  DISPLAY  Post-Processing  Module  • • • 

• MESH  Generation  Module  • • • 

- SDRC  MODAL-PLUS  Modal  Analysis  Module  • • 

- SDRC  FATIGUE  Durability  Analysis  Module  • • 

- SABBA  System  Analysis  Module  • • • 

• SDRC  offers  all  of  its  softv/are,  with  the  exception  of  the  FATIGUE  and 
MODAL-PLUS  modules,  on  the  RCS  networks  of  CDC  Cybernet,  GEISCO  and 
Comshare. 

• In  1980,  SDRC  announced  that  five  additional  "walk-in"  automated  design  and 
service  centers  would  be  opened.  SDRC  has  been  operating  a test  center  in 
Cincinnati  since  1979. 

The  data  centers  offer  Applicon  turnkey  systems  and  plotting  stations 
for  CAD/CAM  applications. 

In  addition  to  Cincinnati,  SDRC  will  operate  centers  in  Dallas,  San 
Diego,  Paris,  London  and  Wiesbaden  (West  Germany). 

• SDRC  computer-aided  engineering  consultants  assist  engineering  managers  in 
the  conception,  development,  and  implementation  of  new  engineering  proc- 
esses, systems,  and  equipment  to  incorporate  emerging  design,  analysis,  test, 
drafting,  documentation  and  related  manufacturing  technologies. 


INDUSTRY  MARKETS  The  majority  of  SDRC's  revenues  in  FY  1980  were  derived 
from  the  manufacturing  industry  which  includes  automotive,  aerospace,  primary 
metals,  process,  agriculture  and  construction  equipment,  mining  machinery  and 
machine  tool  sectors. 


GEOGRAPHIC  MARKETS 

• Approximately  75%  of  total  revenues  were  derived  from  the  United  States, 
with  the  remainder  from  Europe,  Canada  and  Japan. 
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• SDRC  has  offices  in  Detroit,  San  Diego,  Dallas,  Cincinnati  and  Toronto. 

• In  addition,  SDRC  has  three  foreign  subsidiaries: 

SDRC  Engineering  Services  Ltd.,  London. 

SDRC  Engineering  Services,  SARL,  Paris. 

SDRC  Engineering  Services  GmbH,  Wiesbaden. 

• SDRC  is  also  represented  by  Toyo  Trading  Company  in  Tokyo. 


COMPUTER  HARDWARE 

• SDRC  has  the  following  equipment  installed: 

2 DEC  VAX  1 1 /780s,  operating  under  VMS. 
1 1 PDP  1 1 /34s. 

4 Genrad  2508s. 

5 Applicon  Systems,  using  Image  software. 
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COMPANY 

PROFILE 


SUBSCRIBER  COMPUTING, 
INC. 

23161  Mill  Creek  Drive 
Suite  200 

Laguna  Hills,  CA  92653 
Phone:  (714)588-3700 
Fax:  (714)837-0987 


President:  Mark  Nielsen 

Status:  Private  Corporation 

Total  Employees:  60 

Total  Revenue:  $4  - 5 million* 

Fiscal  Year  End:  9/30/93 

* Company  estimate 


Company 

Description 


c 


Subscriber  Computing,  Inc.  (SCI),  founded  in  1973,  develops  and 
markets  management  information  systems  and  software  for  the 
personal  communications  industry  worldwide. 

• The  foundation  for  SCI's  present-day  solutions  has  evolved  from  the 
1975-1980  development  of  an  MIS/billing  system  for 
ICS/Metromedia  Paging.  Today,  SCI  offers  Communications 
Resource  Manager  (CRM),  a fully  integrated  management 
information  and  billing  system  developed  to  support  a multiproduct 
wireless  environment,  including  paging,  cellular,  mobile  data  and 
CT2/PCN  services. 

• In  the  area  of  terminal  and  management  system  interface 
technology,  SCI  developed  the  first  paging  terminal  interface  for 
MIS/billing  systems,  as  well  as  the  first  cellular  switch  interface  for 
the  country's  largest  cellular  billing  service  bureau.  More  recently, 
SCI  introduced  Accelerator™,  a realtime  cellular  switch  interface 
and  call  rating  system  that  collects  and  distributes  information 
pertaining  to  millions  of  cellular  calls  per  day. 


Financials  SCI’s  fiscal  1993  revenue  reached  approximately  $4-5  million.  It  is 

estimated  that  fiscal  1994  revenue  will  be  more  than  $5  million. 


Market 

Financials 


SCI's  systems  are  used  by  paging,  cellular  and  other  wireless 
telecommunications  companies  worldwide. 


Geographic 

Markets 


SCI's  revenue  is  derived  from  the  U.S.  and  international  sources. 
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SCI  has  70  installations  of  its  products  worldwide  with  installations  in 
the  U.S.,  Europe,  Eastern  Europe,  Canada,  the  Asia/Pacific  and  South 
America. 


SCI  moved  into  the  international  paging  arena  in  1991  with 
installations  at  Mercury  Paging,  Ltd.  in  London,  Hutchison  Telecom  in 
Australia  and  Ultrapage  in  Canada.  In  the  same  year,  SCI  also 
developed  the  Redundant  Database  Management  System  (RDMS)  for 
Glenayre  Electronics  in  Canada.  Additional  international  systems  have 
since  been  installed  in  Brazil,  Venezuela  and  Portugal. 


Key  Products 
and  Services 


The  Communications  Resource  Manager  (CRM)  is  a fully  integrated 
management  information  and  billing  system  that  simultaneously 
supports  paging,  cellular,  mobile  data  and  CT2  (Cordless 
Telephone  2)/PCN  services. 

• CRM  enables  telecommunications  carriers  to  provide  customers 
with  a single,  individualized  invoice  that  itemizes  charges  for  each 
service.  Additionally,  CRM  enables  the  carrier  to  activate  multiple 
services  from  a single  point  and  consolidate  customer  support. 

• CRM  is  designed  to  operate  in  a multiuser  client/server 
environment. 

• CRM  functions  include: 

- Customer  account  maintenance 

- -Inventory  control  and  tracking 

- Switch/network  control  center/paging  terminal  interface 

- Airtime  rate  plans  (cellular/CT2) 

- Usage  rate  plans  (wireless  data) 

- Recurring  and  one-time  billing 

- Invoicing 

- Customer  support 

- Payment  processing 

- Accounting  and  past  due  accounts 
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- Management  reporting 

- System  supervision 

- Online  help 

Optional  modules  to  CRM  include: 

- DataMax™,  a 4GL  report  writer 

- VoiceMax™,  a DTMF  (touch  tone)/voice  response  interface  to 
paging  terminals 

- Remote  Agent  Access,  providing  remote  terminal  access 

- TouchTalk™,  a customer  account  access  voice  response  interface 

- FaxMax™,  an  automatic  fax  facility  for  invoices  and  customer 
service 

- Commissions,  for  calculating  commissions 

- Enhanced  Invoicing 

- Order  Entry 

- Lock  Box 

- Detailed  Open  Item,  for  entering  payments 

- Direct  Debit,  supporting  customer  credit  card,  debit  card  or  bank 
account  number 

- Workshop  Tracking,  for  work  order  tracking 

- Miscellaneous  Inventory 

- Purchase  Order  System 

- Multilingual  capabilities 

CRM  is  used  by  telecommunications  companies  on  five  continents. 

SCI's  systems  interface  with  BBL,  Glenayre,  Unipage,  Motorola, 
Zetron,  Spectrum  and  Commonwealth  paging  and  voice  mail 
terminals. 


February  1994 


Copyright  1994  by  INPUT.  Reproduction  Prohibited. 


Page  3 of  5 


SUBSCRIBER  COMPUTING,  INC. 


INPUT 


Clients 


Accelerator,  introduced  in  1991,  is  SCI's  real-time  cellular  switch 
interface  system  that  enables  cellular  carriers  to  significantly  limit  fraud 
and  bad  debt  losses,  automate  credit  card  roaming  and  improve 
customer  service  while  lowering  costs. 

• Accelerator  modules  include: 

- Intelligent  Message  Router  ™,  for  passing  records  electronically 
to  other  systems 

- FraudWatch™,  for  fraud  control 

- EasyRoam™,  providing  access  to  a carrier  system  for  occasional 
roamers  using  an  automated  DTMF  voice  response  system  with 
online  preauthorized  credit  card  payment 

- RapidRent™,  for  cash  or  credit  card  rental  of  cellular  phones  for 
short  durations,  with  immediate  rendering  of  a fully  rated  bill 
upon  phone  return 

- CreditWatch™,  to  preset  credit  limits  for  home  subscribers  and 
get  automatic  warnings  when  the  limits  are  reached 

- PrePay  Metered  Billing 

- BudgetWatch™,  to  set  budget  limits  for  subscribers  using 
interactive  voice  response  technology 

Professional  services  provided  by  SCI  include  custom  development  and 
business  consulting. 


Customers  for  SCI's  integrated  management  information  and  billing 

systems  are  summarized  as  follows: 

- SCI  incorporated  cellular  capabilities  into  its  system  in  1989.  The 
latest  release  of  this  system  was  installed  in  1993  at  Hutchison 
Telecom's  Bangladesh  facility. 

• SCI  provided  the  billing  and  management  system  for  one  of  the  first 
CT2  trials  in  the  U.S.  (APC  in  Washington,  D.C.)  and  the  Bell 
Canada  test  in  Canada  (BCE  Mobile). 

■ An  alliance  formed  with  Motorola  in  1992  has  led  to  incorporating 
SCI  software  into  proposals  for  Motorola  CT2  systems  worldwide. 
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• SCI's  system  is  used  by  the  Dutch  PTT  in  the  Netherlands,  with  more 
than  1,500  base  stations  online. 

• The  CRM  system  is  also  used  by  several  carriers  operating  SMR 
(Special  Mobile  Radio)  trials  and  wireless  data  services  in  the  U.S., 
Canada  and  Europe.  SCI's  Wireless  Data  module  was  installed  at 
RAM/BellSouth  Mobile  Data  in  the  Netherlands  in  1993  after  a 
three-year  agreement  was  signed  with  BellSouth  International's 
Mobile  Data  subsidiary. 

In  1992,  Accelerator  was  installed  at  Bay  Area  Cellular  in  San 
Francisco  and  was  also  licensed  by  a cellular  carrier  in  Mexico.  Also 
during  1992,  Accelerator's  FraudWatch  module  was  implemented  in 
commercial  service  at  PacTel  Cellular  in  Los  Angeles. 


Marketing 
and  Sales 


SCI  markets  its  products  through  a direct  sales  force  and  through 
marketing  agreements  with  other  companies  worldwide. 


Alliances 


SCI  has  alliances  with  various  vendors,  including  Motorola,  Glenayre 
and  others. 


c 
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Cross  Industry:  Other 


Subscriber  Computing,  Inc. 

17151  Newhope  Street 
Suite  210 

Fountain  Valley,  CA  92708 
(714) 662-5876 

CEO:  Martin  Cooper,  Chairman 
Subsidiary  of:  Dyna,  Inc. 
Founded:  1976 

Employees:  8 (I  1/86) 


The  Company:  Subscriber  Computing,  Inc.  provides  application  software  and  turnkey 
systems  for  radio  paging  (beeper)  system  management.  The  product 
was  introduced  in  I 986. 

Sources  of  Revenue: 

Application  Software  (75%) 

Turnkey  Systems  (25%) 

Key  Products  and  Services: 

Application  Software  (Utilizes  IBM  PC/ATs) 

• Subscriber  Computing,  Inc.  provides  inventory  control,  accounting,  and  billing 
application  software  for  companies  with  radio  paging  systems. 

Turnkey  Systems  (Utilizes  IBM  PC/ATs) 

• Subscriber  Computing,  Inc.  also  markets  a turnkey  system,  comprised  of  the 
application  software  described  above  installed  on  an  IBM  PC/AT 

Target  Industries: 

Users  of  radio  paging  systems 

Geographic  Markets: 

- U.S.  (98%) 

- Non-U. S.  (2%) 

Direct  sales  (I  00%) 
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May  1998 

The  Summit  Group,  Inc.- 
Baan  Services  Providers 


Contact  Information  for  Baan  Services  in  North  America 
Baan  Business  Partner  Manager: 

Kevin  J.  O’Connor 
E-mail:  0’Connor.Kevin@summitgroup.com 
The  Summit  Group,  Inc. 

4215  Edison  Lakes  Parkway  The  following  profile  outlines  the  services  and 

Mishawaka,  IN  46545  support  offered  by  The  Summit  Group,  Inc.  for 

1 1 o a Baan  Services. 


Phone:  219-271-8500 

Fax:  219-272-8300 

Internet:  www.summitgroup.com 


Company  Background 

Founded  in  1989,  The  Summit  Group,  a privately  held  company,  is  a full  service  provider  of 
systems  selection,  integration,  implementation  and  technical  consulting  services.  By 
serving  as  both  advisor  and  technician,  The  Summit  Group  helps  companies  integrate 
software  applications  into  their  business  environment  in  the  most  effective  and  cost- 
efficient  way. 

Committed  to  providing  a broad  range  of  high  quality  consulting  and  technical  services  to 
clients  who  are  implementing  advanced  hardware  and  business  systems,  The  Summit 
Group’s  expertise  extends  across  industries,  including  manufacturing,  automotive, 
healthcare,  publishing,  consumer  goods,  computers,  educational  goods,  entertainment, 
retail  and  electronics.  Summit’s  headquarters  is  in  Mishawaka,  IN,  and  the  company  has 
offices  in  Atlanta  (GA),  Irvine  (CA),  Denver  (CO),  Dallas  (TX),  Indianapolis  (IN),  New  York 
(Metro),  and  Cincinnati  (OH). 
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The  Summit  Group  offers  a comprehensive  range  of  services  including: 

• Migration  and  Release  Upgrades 

• Baan  Customizations 

• System  Selection  and  Rapid  Fit  Assessment™ 

• Business  Process  Improvement 

• Project  Management 

• Systems  Integration  and  Implementation 

• Custom  Design  and  Programming 

• System  Conversions 

• Documentation  and  Training 

With  over  400  employees,  the  Summit  Group  has  provided  its  implementation  expertise  in 
over  1,000  integrations  for  companies  across  the  US  and  Europe. 

Baan  Activities 

The  Summit  Group  entered  the  North  American  Baan  services  market  in  November  1996. 
Summit’s  Baan  practice  is  part  of  their  Integration  Services  division.  The  division’s 
mission  is  to  deliver  high  quality,  cost  effective  systems  selection,  consulting,  integration, 
implementation,  migration,  interfacing,  modification,  custom  programming,  training, 
documentation  and  technical  services  around  enterprise  solutions  such  as  Baan. 

Working  closely  with  the  Baan  migration  team  in  the  Netherlands,  The  Summit  Group  and 
Baan  have  developed  a Migration  Methodology  that  incorporates  the  stages,  milestones  and 
deliverables  required  for  Baan  clients  to  migrate  successfully  to  BAAN  Series. 

This  targeted  methodology,  coupled  with  The  Summit  Group’s  Best  Business  Strategy, 
ensures  that  the  following  Summit  Group  established  business  practices  take  place: 

• On  time,  On  Budget  Projects  - The  Summit  Group  has  a strong  history  of  practical 
implementation  of  this  philosophy,  providing  its  clients  with  a strategic  assessment, 
plan  and  project  implementation  based  upon  the  client’s  business  needs, 
requirements  and  budget.  Project  plans  and  timelines  are  closely  managed,  tracked 
and  communicated  to  the  client  to  ensure  that  there  are  no  surprises. 

• Industry  Experienced  Resources  - The  Summit  Group’s  experience  and  training 
philosophy  means  that  the  client  gets  experienced  resources  applied  to  a project. 

The  Summit  Group  works  closely  with  its  business  partners  to  ensure  that  its 
resources  have  the  latest  information  and  training,  making  a significant  investment 
in  fully  developing  its  resources  in  the  business  partner’s  application(s), 
methodology  and  business  practices. 


The  Summit  Group  - Baan  Services  Providers 
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• Team  Management;  Knowledge  Transfer  - Sharing  knowledge  throughout  a project 
is  the  cornerstone  of  The  Summit  Group’s  Best  Business  Strategy.  Working  closely 
with  the  client,  The  Summit  Group  develops  a plan  that  incorporates  the  client’s 
staff,  ensuring  that  when  the  project  is  completed,  the  knowledge  of  the  project 
remains  where  it  should:  at  the  client’s  site,  with  the  client’s  staff.  This  tight 
integration  of  the  consulting  team  with  the  client’s  team  is  a key  element  to  the 
success  of  the  project  and  to  the  long  term  success  of  the  implementation  or 
migration. 

• Aligning  Business  Needs  - Throughout  the  project,  The  Summit  Group  works  with 
key  people  in  the  client’s  organization  to  ensure  that  the  client’s  business 
requirements  remain  closely  aligned  with  the  scope  of  the  project.  This  practice 
ensures  that  the  project  remains  on  target  with  the  goals  of  the  business  throughout 
the  project  lifecycle. 

• Smooth  Transitioning  - To  ensure  that  the  transition  to  new  software  or  software 
versions  is  not  disruptive  to  the  client’s  organization,  The  Summit  Group  employs  a 
strict  communications  methodology  as  part  of  its  planning  and  implementation 
strategy.  This  methodology  adheres  to  the  other  components  of  its  Best  Business 
Strategy  to  ensure  that  clients  are  tightly  integrated  throughout  the  process  to 
ensure  a smooth  transition  to  the  new  version. 

The  Summit  Group  is  a Baan  Certified  Customer  Migration  Partner,  Customization 
Partner  and  International  Consulting  Partner,  with  special  focus  on  migration  services  for 
BAAN  V.  The  Summit  Group  provides  the  consulting  and  systems  integration  experience 
necessary  for  Baan  clients  to  achieve  the  most  from  their  Baan  manufacturing,  process, 
project,  finance,  service,  tools  and  distribution  and  transportation  applications. 

Together,  The  Summit  Group  and  Baan  offer  a complete  solution  specifically  developed  for 
each  Baan  client.  By  combining  the  application  software  experience  of  Baan  with  the 
systems  integration  experience  of  The  Summit  Group,  Baan  customers  will  benefit  from 
extensive  application  and  technical  expertise  and  a strong  commitment  to  the  successful 
implementation  of  Baan  software  from  start  to  finish. 

Employees 

With  400  employees,  The  Summit  Group  is  well  positioned  to  rapidly  increase  the  size  of  its 
dedicated  Baan  staff.  Today,  there  are  9 members  of  Summit’s  professional  Baan  staff. 
Exhibit  1 identifies  six  primary  Baan  skill  categories,  and  notes  Summit’s  aggressive  plans 
for  staff  growth  in  these  areas  over  the  next  twelve  months. 
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Exhibit  1 


The  Summit  Group’s  Baan  Staffing 


Type  of  Staff 

Current  Number 

Growth  % 
12  Months 

Business  Consultants 

— 

— 

Project  Directors 

1 

200% 

Project  Managers 

1 

200% 

Application  Consultants 

3 

200% 

Technical  Consultants 

4 

275% 

Post-implementation 
Support  Personnel 

— 

— 

Other 

— 

— 

Total 

9 

233% 

Source:  The  Summit  Group 


Implementation  Approaches 

The  Summit  Group  employs  a detailed  project  management  and  implementation 
methodology  developed  for  use  in  all  projects  they  undertake.  From  this  core  practice,  The 
Summit  Group  has  developed  a Baan  certified  package  implementation  methodology  that 
has  been  mapped  to  Baan’s  Target  implementation  methodology.  This  methodology  takes 
full  advantage  of  Baan  practices  and  Summit  Group  integration  expertise  to  effectively 
implement  Baan  solutions.  This,  coupled  with  The  Summit  Group’s  commitment  to  high 
quality,  on-time  and  on-budget  practices  provides  the  Baan  client  with  that  extra  measure 
of  security  that  their  project  will  be  completed  successfully  and  in  the  most  timely  and  cost 
effective  manner  possible. 

The  Summit  Group  offers  a comprehensive  range  of  services  for  Baan  implementations, 
including: 

• Comprehensive  consulting  to  identify  benefits  and  fit  of  Baan  to  business  needs 

• Business-driven  Solutions 

• Project  Management 

• Implementation 

• Migration 

• Custom  programming 
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Pricing  Approaches 

The  Summit  Group’s  pricing  approach  involves  a detailed  assessment  with  the  client  of  the 
client’s  business  requirements  and  expectations.  Once  completed,  the  client  has  a clear 
understanding  of  the  project  scope,  requirements,  milestones,  critical  components  and  costs. 
The  Summit  Group  provides  the  client  with  a clear,  up-front  pricing  schedule  that 
eliminates  the  worry  of  “hidden  costs”  in  a project  that  are  unrelated  to  a mutually  agreed 
upon  change  in  the  scope  of  the  project. 

Alliances  and  Partnerships 

The  Summit  Group  is  an  International  Consulting  Partner,  Certified  Migration  Partner, 
and  Customization  Partner  for  Baan.  In  addition,  The  Summit  Group  has  formed  strategic 
business  alliances  and  partnerships  with  companies  such  as  Bain  PDM,  IBM,  Hewlett- 
Packard  and  Oracle  and  are  remarketers  of  IBM  RS6000,  AS/400  and  HP  hardware. 

Vertical  Market  Competencies 

The  Summit  Group’s  vertical  market  focus  is  on  the  discrete  manufacturing  (automotive, 
heavy-duty  equipment),  process  manufacturing,  and  project-related  industries.  In  addition, 
The  Summit  Group  also  has  expertise  in  the  following  areas: 

• Publishing 

• Financial 

• Consumer  Goods 

• Human  Resources 

• Entertainment 

• Computers 

• Pharmaceuticals 

• Materials  Management 

Because  Summit  has  been  in  the  Baan  market  slightly  more  than  a year,  a breakdown  of 
vertical  market  expertise  as  defined  by  percentage  of  revenues  or  projects  by  vertical 
market  (or  market  sub-segment)  category  is  not  relevant. 

Exhibit  2 details  Summit’s  participation  in  seven  broad  market  categories,  in  terms  of  the 
level  of  consulting  or  implementation  involvement  (e.g.,  consulting  with  the  client,  who  will 
then  perform  the  implementation,  or  implementing  the  Baan  system  for  the  client). 
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Exhibit  2 


Level  of  Vertical  Market  Involvement,  by  Activity 


Vertical  Market 

Consulting 

implementation 

Aerospace  & Defense 

Low 

Low 

Automotive 

High 

High 

Process  Industries 

High 

High 

Hybrid 

Medium 

Medium 

Project  Industries 

High 

High 

Electronics 

Medium 

Medium 

General  Manufacturing 

High 

High 

Source:  The  Summit  Group 


Strategic  Positioning 

Drawing  on  its  industry  expertise,  technological  expertise  and  relationship  with  Baan,  The 
Summit  group  is  positioning  itself  as  a leading  technical  partner  to  Baan  with  strengths  in 
the  areas  of  customization,  Baan  migrations,  data  conversions  and  third  party  integrations. 

Plans  for  the  Future 

The  Summit  Group  has  teamed  with  Baan  to  focus  on  migrating  Baan  clients  to  Baan 
Series.  The  United  States  and  Canada  are  Summit’s  country  focus  markets. 

Selected  Customer  Projects 

The  Summit  group  has  completed  two  projects  in  the  United  States  since  the  establishment 
of  its  Baan  Practice  in  November  1996.  Project  specifics  are  summarized  in  Exhibit  3. 

Exhibit  3 


The  Summit  Group  References 


Baan  Customer 

Industry 
(Vertical  Market 
or  Subsegment) 

Project  Details 

Hussman  Corporation 

Engineer  to  order 

Type  of  Project:  Customization  and 
enhancement.  Summary:  Summit  provided  all 
customization  and  enhancements  to  the  Baan 
applications  for  Hussman  projects  Scope:  Phase 
1,  200  hours;  Phase  II,  6,500  hours 

OKUMA 

N/A 

Type  of  Project:  Technical  support  Summary: 
Set  up  menu  environment  for  users  and 
authorizations  for  external  users.  Scope:  500 
hours 

Source:  The  Summit  Group 
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COMPANY  HIGHLIGHT 


SUNDATA  CORPORATION 

Two  Glenhardie  Corporate  Center 
1 285  Drummers  Lane 
Wayne,  PA  19087 
(215)  341-8700 


John  M.  Ryan,  Chief  Executive  Officer 
Private  Corporation 
Total  Employees:  385 
Total  Revenue,  Fiscal  Year  End 
12/31/83:  $46,400,000 


THE  COMPANY 

• SunData  Corporation  was  formed  from  a group  of  Sun  Company  subsidiaries 
specializing  in  information  processing  and  the  commercial  EDP  group,  Sun 
Information  Services  (SIS).  Founded  in  1975,  this  group  of  companies  was 
developed  by  the  parent  company  into  a commercial  business  base  in  excess  of 
$60  million  by  1 982. 

• In  September  1982  the  Sun  Company  announced  its  plan  to  sell  most  of  the 
information  processing  subsidiaries,  as  well  as  SIS,  to  a group  of  existing  SIS 
executives  and  a group  of  venture  capitalists.  At  the  same  time,  Sun 
Company  sold  Wei  land  Computer  Group  to  Electronic  Data  Systems.  The  new 
organization  officially  became  a business  entity  on  January  I,  1983  and  was 
renamed  SunData  Corporation. 

• SunData  consists  of  four  independent  operating  companies:  AFS  (Applied 

Financial  Systems),  Catallactics,  NMF,  Inc.,  and  SUNGUARD  Services 
Company.  The  latter  has  two  divisions,  SIS  and  SUNGUARD.  SunData's 
expertise  is  in  processing  and  software  services  for  the  financial  services 
industry.  Areas  of  specialization  include  real-time  accounting,  transfer,  and 
reporting  services  on  stocks,  bonds,  money  market  and  mutual  funds  trans- 
actions; disaster  recovery  and  contingency  services;  remote  computing 
services  and  software  for  project  management;  and  micro-to-mainframe  data 
transfer. 

• An  organization  chart  of  SunData  is  presented  in  Exhibit  A. 

• As  of  December  31,  1983,  SunData  employed  385  people.  There  are  currently 
415  employees  segmented  as  follows: 


AFS  SunData  145 

Catallactics  SunData  50 

NMF  SunData  60 

SUNGUARD  Services  Company 

SIS  SunData  86 

SUNGUARD  SunData  74 


415 
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EXHIBIT  A 


SUIMDATA  ORGANIZATIONAL  CHART 


• Remote  Computing 

• Software 

— Project  Management 
— Micro-to-Mainframe  Data  Transfer 


• Corporate  Trust/Shareholder  Record  "Keeping 

• Mutual  Fund/Shareholder  Record  Keeping 

• Bond  Holder  Accounting 
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• Major  competitors  by  functional  area  are: 

Personal  trust  accounting  and  investment  management:  SEI,  National 
Computer  Systems,  Bradford  National  Corporation,  National  FSI,  Key 
Financial  Systems,  Index  Systems,  and  Dyatron  Corporation. 

Stock  transfer/bondholder  accounting  services  and  software:  DST  Inc., 
Stockholder  Systems  Inc.,  Bradford  National  Corporation,  Premier 
Systems,  and  Shaver  Associates,  Inc. 

Mutual  funds  services:  DST,  Inc.,  Bradford  National  Corporation,  AIM 
Financial  Services  Inc.,  and  National  Investor  Data  Services  Inc. 

Disaster  recovery  services:  Comdisco. 

Remote  computing  services:  Boeing  Computer  Services,  MCAUTO, 

Tymshare,  CDC  CYBERNET,  and  Martin  Marietta  Data  Systems. 

KEY  PRODUCTS  AND  SERVICES 

• SunData's  1983  revenue  is  estimated  as  follows: 

Percent  Revenue 

of  Total  ($  millions) 


Processing  Services 


. Proprietary  products 

62.5% 

$29.0 

. Disaster  recovery  and 
other  RCS 

26.0 

12.0 

Software  Product 

8.5 

4.0 

Professional  Services 

3.0 

1.4 

100.0% 

$46.4 

• AFS  SunData  (Applied  Financial  Systems)  provides  investment/shareholder 
information  management  processing  services  and  software  to  trust  depart- 
ments and  mutual  fund  management  companies,  primarily  to  manage  stock 
and  bond  transfer,  accounting,  and  reporting  activities.  All  processing  and 
software  products  are  offered  on  IBM  mainframes.  AFS  is  headquartered  in 
San  Mateo  (CA). 

Key  products  offered  by  AFS  are: 

. Investor  Processing  System  (IPS)  offers  shareholder  record- 
keeping and  stock  transfer  processing  for  banks  and  corporations 
acting  as  their  own  transfer  agents.  IPS  is  offered  as  a proces- 
sing service  or  as  a software  package  for  in-house  use. 

. The  Automated  Bond  System  (TABS)  is  a software  package  that 
provides  bond  and  coupon  information  processing,  accounting, 
and  reporting  for  bearer  and  registered  bonds. 
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. The  Advanced  Money  Market  System  is  an  accounting,  transfer, 
and  reporting  system  for  fund  management  groups,  investment 
brokers,  and  transfer  agencies.  It  tracks  shares,  calculates  daily 
dividends,  and  issues  shareholder  statements.  It  does 
master/sub,  KEOGH/IRA,  and  year-end  accounting  and 
reporting,  and  is  capable  of  producing  the  following  reports: 
sales,  escheatable  accounts,  proxy,  blue  sky,  SEC,  IRS,  and  state 
tax  withholdings. 

. INVESTAR  is  a mutual  fund  transfer,  accounting,  and  reporting 
system  for  consolidated  financial  services  companies.  It  handles 
numerous  funds  including  money  market,  tax  free,  equity  or 
bond,  series,  institutional,  closed  end,  and  unit  investment 
trusts.  It  integrates  and  reports  on  shareholder  information 
through  a single  customer  information  file. 

AFS's  targeted  marketplace  is  the  top  250  banks  and  over  350  mutual 
fund  management  companies  and  corporations  with  more  than  35,000 
stockholders. 

• Catallactics  SunData  provides  investment  management  processing,  software, 
and  professional  services  primarily  to  larger  banks  and  fund  managers  for 
investment  performance  measurement,  investment  fund  accounting,  and  client 
reporting.  Catallactics  is  headquartered  in  Hinsdale  (IL). 

The  nucleus  of  Catallactics'  reporting  systems  is  the  Employee  Benefit 
Reporting  System  (EMBERS).  EMBERS  is  a family  of  individual 
systems  that  shares  a common  data  base  and  file-building  technique. 
When  licensed  as  a software  package,  the  EMBERS  family  sells  for 
$ 1 25,000.  Components  of  EMBERS  are: 

. EMBERS/FSR  (Financial  Statement  Reporting)  produces  ac- 

counting and  investment  performance  reports,  including  consoli- 
dated reports  for  master  trusts. 

. EMBERS/PAR  (Plan  Allocation  Reporting)  provides  plan  alloca- 
tion schedules  for  items  like  trade  dating,  income  accrual,  and 
multiple  fund/plan  relationships. 

. EMBERS/IPM  is  a comprehensive  investment  performance 

measurement  system  that  includes  trade  date  performance  and 
income  accruals  for  trust  portfolios. 

. EMBERS/INC  (Income  Review  and  Reconciliation)  provides 

distribution  of  interest  and  dividend  income  to  trust  clients.  It 
computes  asset  positions  of  record  and  the  amount  of  income 
expected,  then  matches  them  against  income  posted,  providing 
an  audit  trail  for  further  research  if  needed. 
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Other  products  and  processing  services  marketed  by  Catallactics  are: 

. FUND  ONE,  an  on-line,  real-time  fund  accounting,  valuation, 
and  reporting  system  that  handles  the  processing  for  all  types  of 
bank  investment  funds.  FUND  ONE  licenses  for  $95,000. 

. PERF4  is  Catallactics'  fourth  generation  system  for  analyzing 
investment  performance.  It  is  an  on-line,  real-time  system  that 
licenses  for  $120,000. 

Catallactics'  targeted  markets  are  trust  departments  of  the  nation's 
top  150  banks.  Clients  include  The  Chemical  Bank,  First  National  Bank 
of  Chicago,  Harris  Bank,  National  Bank  of  Detroit,  The  Northern  Trust 
Company,  Providence  National  Bank,  Republic  Bank  of  Dallas,  Security 
Pacific  Bank,  Wachovia  Bank  and  Trust  Company,  and  Wells  Fargo 
Bank. 

Over  50%  of  Catallactics'  revenue  comes  from  processing  services. 
The  remainder  comes  from  software  products  and  professional 
services.  All  products  are  available  on  a remote  computing  basis  or 
licensed  for  in-house  use  as  software  products  on  IBM  4300s  (and  up). 

Processing  services  are  provided  from  an  external  data  center  in 
Chicago. 

• NMF  SunData,  headquartered  in  Charlotte  (NC),  markets  investment 
management  processing  services  and  software  for  personal  trust  accounting  to 
small-  and  medium-sized  banks.  NMF  is  the  leading  vendor  of  automated 
services  to  bank  trust  departments  with  trust  assets  of  less  than  $100 
million.  Approximately  425  bank  customers  use  one  or  more  of  NMF's 
services.  Key  products  and  services  marketed  are: 

AUTO-TRUST  is  a remote  batch  personal  trust  accounting  system.  The 
service  is  offered  with  a microcomputer  installed  in  trust  departments. 

. Features  of  AUTO-TRUST  include: 

Complete  common  trust  fund  accounting. 

Pricing  for  all  listed  stocks  and  corporate  and  municipal 
bonds. 

Automatic  posting  of  security  purchases  to  suspend 
accounts  for  payment  versus  delivery. 

Collateral  requirements  reporting. 

Complete  tax  lot  accounting. 

Federal  and  state  tax  ledgers. 

Regulatory  reports  for  FDIC  and  the  Comptroller  of 
Currency. 

Money  market  fund  investments. 
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The  Participant  Accounting  System  (PACS)  is  a processing  service  that 
provides  accounting  and  participant  recordkeeping  functions  for  the 
following  types  of  employee  benefit  plans: 

. Profit  sharing. 

. Money  purchase  pension. 

. HR  10  (single  or  masterplans). 

ESOPS. 

TRASOPS. 

. Multiple  investments. 

. Integrated  plans. 

. Thrift  plans. 

The  NMF  Stock/Registered  Bond  Transfer  System  is  a remote  batch 
processing  service  that  provides  complete  control  of  shareholder/bond- 
holder recordkeeping.  A full  listing  of  shareholders/bondholders, 
including  certificate  numbers  and  number  of  shares  or  face  value  held, 
can  be  maintained.  As  transfers  take  place,  old  certificates  are  can- 
celled and  new  certificates  issued. 

The  NMF  Pension  Payment  System  is  a remote  batch  service  that 
provides  trust  departments  with  complete  production  capability  for 
periodic  and  nonperiodic  payments  from  savings  plans,  pension  or 
profit-sharing  plans,  and  annuities.  Included  in  the  system  are  up  to 
eight  withholding  elections,  choice  of  remittance  types,  complete  file 
maintenance  capability,  and  alternate  addresses,  as  well  as  a variety  of 
payment  options. 

Microtrust  is  a real-time,  on-line,  menu-driven  software  package  for 
trust  accounting.  Features  of  the  system  include  applications  for 
administrative  functions,  investment,  and  tax  accounting.  Price  of  the 
Microtrust  software  is  $6,000.  It  operates  on  an  Apple  III  or  an  IBM 
PC. 

• The  Sungard  SunData  division  of  SUNGUARD  Services  Company  is  the  leading 
vendor  of  disaster  recovery  and  contingency  services. 

Sungard  subscribers  include  over  200  major  financial  and  industrial 
corporations  that  receive  guaranteed  backup  in  the  event  of  a major 
failure  at  their  data  processing  centers. 

Sungard  can  provide  users  with  a Testable  Contingency  Plan.  A typical 
plan  would  outline  procedures  for  initializing  the  disaster  recovery 
process,  define  how  processing  is  to  be  restored,  specify  site  restora- 
tion, and  provide  for  two  tests  at  a Sungard  data  center. 

Sungard  operates  two  data  centers  in  Philadelphia  and  one  in  Chicago. 

• The  SIS  SunData  division  offers  remote  computing  services  on  IBM  equipment 
from  a data  center  in  Philadelphia.  In  addition  to  these  services,  SIS  SunData 
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sells  its  proprietary  software  products  for  in-house  use  on  IBM  equipment. 
Major  clients  include  aerospace,  utility,  manufacturing,  petrochemical, 
construction,  and  engineering  companies. 

Leading  software  products  are: 

. Sunplan  II  Project  Management  Services  is  a family  of  propri- 
etary software  products  designed  to  help  control  costs  and 
provide  resource  information  for  critical  construction  sched- 
uling. Integrated  modules  can  be  used  to  track  resources  and 
plan  project  schedules.  Features  include  accurate  and 
immediate  status  reports,  and  clear  presentation  graphics. 
Specific  modules  of  Sunplan  are: 

PREMIS  (Project  Resource  Evaluation  and  Management 
Information  System)  uses  proven  network  analysis  tech- 
niques to  establish  a disciplined  method  of  project  plan- 
ning, scheduling,  and  control.  PREMIS  is  sold  in  ADM  and 
PDM  versions.  Purchase  price  for  one  version  is 
$1  10,000;  both  versions  sell  for  $140,000. 

PICOM  (Project  Information  and  Cost  Management)  is  a 
specialized  data-handling  system  that  controls  and 
monitors  cost  and  manpower  in  a project  management 
environment.  Purchase  price  for  PICOM  is  $65,000. 

PI-GRAPH  interfaces  with  PICOM  to  produce  cost 
graphics  and  sells  for  $30,000. 

The  SUNPLOT  Scheduler/Plotting  System  works  in 
conjunction  with  PREMIS  to  produce  Gantt  bar  charts  and 
time-phased  network  diagrams  on  digital  incremental  or 
electrostatic  plotter  hardware.  SUNPLOT's  purchase 
price  is  $35,000. 

I/CSCS  is  an  integrated  cost  control  system  using  DOD 
7002.2  techniques.  Purchase  price  is  $225,000;  a monthly 
license  costs  $9,000. 

SUNINFO  is  a relational  data  base  management  system. 
The  DBMS  sells  for  $50,000,  or  leases  for  $2,000  per 
month. 

COSTMATE  is  a cost  estimating  system  sold  in  a personal 
computer  version  ($10,000)  and  a mainframe  version 
($25,000). 
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. Two  utility  software  products  are  marketed: 

FASTFORM,  a simple  on-line  data  entry  tool  that  assists 
in  the  creation  of  custom  forms.  An  annual  license  for 
FASTFORM  is  $11,000. 

Sun  Remote  Printing  Facility  (SRPF)  allows  for  the 
printing  of  JES  SYSOUT  on  3270-attached  printers. 
SRPF's  annual  license  is  $7,500. 

Recently  SIS  SunData  introduced  the  PC  Connection  and  PC  PLUS. 
The  service  allows  users  to  use  the  SIS  computers  for  bulk  data  storage, 
system  development,  and  decision  support  (DSS)  applications  in  con- 
junction with  the  user's  personal  computer.  Users  can  download 
portions  of  data  bases  to  a personal  computer  in  a format  compatible 
with  several  data  analysis  packages  such  as  VisiCalc.  Price  of  PC 
PLUS  for  SIS  network  clients  is  $3,500  for  the  first  personal  com- 
puter. The  cost  for  non-network  clients  is  $7,500  for  the  first  system. 

A profile  of  the  applications  offered  on  SIS  SunData's  network  is  pre- 
sented in  Exhibit  B. 

INDUSTRY  MARKETS 

• Approximately  43%  of  SunData's  revenue  is  derived  from  the  banking  and 
financial  industries.  The  remainder  comes  from  insurance,  manufacturing, 
utilities,  and  government. 

GEOGRAPHIC  MARKETS 

• All  of  SunData's  revenue  is  derived  from  the  U.S.. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• SunData  owns  four  data  centers.  Hardware  and  services  provided  at  the 
centers  are  as  follows: 

Charlotte  (NC)  (NMF  Inc.,  trust  processing). 

I NAS  7000,  MVS. 

Philadelphia  (PA)  (two  separate  data  centers  for  Sungard). 

I IBM  3081,  MVS. 

I IBM  3033,  VM. 

Chicago  (IL)  (Sungard). 

I IBM  3081. 
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EXHIBIT  B 

SUIM DATA  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• STRUCTURAL  ENGINEERING 

- 3 IBM  3081,  MVS 

- ANSYS 

- 2 IBM  3033,  VM  & MVS 

- MATS 

- 1 CDC  CYBER  170-760,  NOS/BE,  INTERCOM 

- MSC/NASTRAN 

- SAP  IV 

• PERSONAL  COMPUTING 

- SLAB 

- PC  CONNECTION 

- SMUG 

- PC  PLUS 

- STAAD 

- PC  Plus  II 

• PROCESS  ENGINEERING 

• PROGRAMMING  LANGUAGES 

- CHEMTR AN 

- APL  - COBOL 

- DESIGN  2000 

- ASSEMBLER  - FORTRAN 

- PROCESS 

- BASIC  - PL/1 

- REFINE 

• DATA/FILE  MANAGEMENT  SYSTEMS 

• CIVIL  ENGINEERING 

- EASYTRIEVE  - RAMIS  II 

- COGOP 

- IMS  - SYSTEM  2000 

- DTM  II 

- HEC 

• COMMUNICATIONS/ON-LINE  SYSTEMS 

- HYNAL 

- CICS  - TSO 

- HYDRO 

— JES  2 - WYLBUR 

- HYDRO  II 

- ROVAL 

• DECISION  SUPPORT 

- SANSD 

- EMPIRE  - IMSL 

- STORM 

• PROJECT  MANAGEMENT 

• CONTOUR  MAPPING 

- COSTMATE 

- CPS-1 

- I/CSCS 

- SDL 

- PICOM 

- SGL 

- PI-GRAPH 

- POISE 

• MECHANICAL  ENGINEERING 

- PREMIS 

- TRI 

- SUNINFO 

- SUNPLAN  II 

• DATA  ENTRY 

- SUNPLOT 

- FASTFORM 

• GRAPHICS 

• REMOTE  PRINTING 

- DISSPLA 

- SRPF 

- SAS/GRAPH 

- SUNCHART 

- TELL-A-GRAF 

• MATHEMATICS/STATISTICS 

- GPSS  - IMSL 

- PROSE  - SAS 
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• A data  center  in  Dallas,  owned  by  the  Sun  Company,  is  used  for  some  of 
SunData's  IBM  commercial  processing.  Resources  include: 

2 IBM  3033s,  MVS/MP  and  VM/SP. 

2 IBM  3081s,  MVS. 

• A second  data  center  in  Richardson  (TX),  owned  by  the  Sun  Company,  is  used 
for  scientific  processing.  A CDC  CYBER  170-760  operating  under  NOS/BE 
and  INTERCOM  is  installed. 

• Nationwide  low-speed  access  to  the  network  is  available  via  TYMNET.  High- 
speed access  is  available  through  dedicated  and  dial-up  WATS  lines. 
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